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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


REORGANIZATION OF ECONOMIC YEAR PROPOSED 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in Russian 
No. 8, 1981 pp 149-159 


[Article by V.I. Zorkal'tsev, candidate in economic sciences, Siberian Energy 
Institute of the Siberian Branch of the USSR Academy of Sciences, Irkutsk: "The 
Beginning of the Economic Year") 


[Text] Economic activity in many branches of the economy is directly or indir- 
ectly connected with the annual cycles of nature. It is for this reason that the 
basic unit of time in planning and reporting is the economic year whose length is 
equal to the astromonical year. Like the time of the beginning of the work day-- 

an important factor in the formation of the daily work and rest regimen of people,-- 
the date of the beginning of the economic year is an important moment in the for- 
mation of long-term intra-year changes. 


It is interesting to examine the role of the moment of the beginning of the econ- 
omic year in economic life. A determination of the most rational date for the be- 
ginning of the economic year could serve as the practical goal of such an investi- 
gation. 


The shifting of the beginning of the economic year to another date is not a fan- 
tastic or excessively difficult matter. If it is expedient, it can be done in two 
ways. First, together with a shift of the beginning of the calendar year (in 
connection with the discussion in the UN of a reform of the calendar, the question 
of using the best time for the beginning of the year is entirely topical). Second- 
ly, the beginning of the economic year can also be shifted without changing the 
beginning of the calendar year. Let us remember that until 1929 the economic 

year in our country began on 1 October. Today in many countries the date for 
summing up state budget results and the beginning of the effect of new govern- 
ment economic plans do not coincide with the beginning of the calendar year. For 
example, in the United States until 1977 the fiscal year beyan on 1 July, and then 
was fixed at 1 October. 


It is also possible to establish different beginning dates for the economic year 
for individual branches of the economy. From 1953 through 1956 the USSR's animal 
husbandry specialists began their economic year on 1 October, while the 1 January 
beginning of the economic year was kept in the remaining branches of the economy. 


’ 


Today many countries begin their official agricultural year in the autumn. Although, 
of course, differences in the beginning of the economic year for individual branch- 
es of the economy produce great inconveniences when single national economic plans 
are made up. 


Any day in the year can be considered as a possible date for the beginning of the 

economic year. Let us look at the problem from a larger point of view--which sea- 
son is best made the beginning of the planning period? As representatives of the 

seasons we shall use the dates 1 January, 1 April, 1 July, and 1 October. 


The date of the beginning of the economic year influences the distribution within 
the year of the intensity of activity in almost all of the spheres of economic life. 
The connection between intra-year fluctuations in production activity aud the date 
of the beginning of the economic year is especially noticeable with workers in the 
Management sphere: a surge towards the end cf planning periods connected with the 
making up of reports and new plans, and a lowering of activity at the beginning 
of planning periods. The workers in other spheres of the economy experience anal- 
ogous influences of the beginning date of the economic year. People are presum- 
ably not indifferent to which season of the year marks the peak of their activity. 
In particular, this influences the possibility of obtaining vacation time during 
certain seasons. 


Seasonal irregularities in material production lead to the necessity for the cre- 
ation of seasonal output stocks, the creation and maintenance in working order of 
Capacity reserves, the hiring of seasonal workers, and other measures. All of this 
is connected with large costs. For this reason, the determination of an optimal 
combination of the existing means of regulating seasonal irregularities and a 
search for new ways of decreasing the damage from seasonal phenomena are important 
tasks. This also has to be taken into consideration in selecting a date for the 
beginning of the economic year. With different beginning dates for the economic 
year the eyclicity in the sphere of management will combine in different ways with 
the intra-year fluctuations in natural and meteorological conditions and wiil ex- 
ercise different influences on the annual cyclicityim production. This will lead 
to changes in the costs to cover seasonal irregularities and in the productivity 
with which production resources are used. 


Thus, in choosing a date for the beginning of the economic year it is necessary to 
examine at least three types of criteria: 


1) the efficiency of the functioning of the economy's enterprises; 
2) the influence on the quality of planning; 
3) convenience for the work and rest of people. 


Let us examine the first two criteria in more detail. 


Seasonal Cyclicity and Production Efficiency. 


The time when results are tallied up has an important influence on fluctuations in 
production activity. Frequently one-half and, sometimes, 70 percent of the pro- 
duction of individual enterprises occurs during the last ten-day period of the 
month. In the final months of the quarters the amounts of construction and instal- 
lation work consistently exceed the amounts of the first two months by 20-30 per- 
cent. Planning dates give rise not only to intra-month and intra-quarter fluctu- 
ations, but also to intra-year fluctuations. This is especially conspicuous in con- 
struction: the commissioning of new capacities occurs, as a rule, at the end of 

the year. The existence of intra-year rhythms in production activity is also test- 
ified to by such an indirect fact as a decrease in the amount of absenteeism and 

an increase in labor discipline toward the end of the year. 


Sometimes planning assignments themselves become completely clear only toward the 
end of a planning period. The inaccuracies and discrepancies which are contained 
in the initial plan variants disorient the leaders of enterprises and decrease 
their exactingness. The coming corrections impel them to hold back reserves. At 
the end of a planning period, however, when the contradictions and disproportions 
have none way or another been resolved and when all of the accidents which could have 
occurred have occurred, production interests become clearer to enterprise leaders. 
It should also be added that new plans frequently change the products list of pro- 
duction and the production relations between enterprises. Time is needed to adapt 
to the new conditions, to organize new relations, and to master new productions. 


It is easy to rank the influence on production of the factors which are connected 
with the date of the beginning of the economic year. Their influence on promoting 
an increase in production activity is at its strongest at the end of the economic 
year, in the final quarter, and at its weakest in the first quarter. All of the 
branches of the economy, with the exception of those which are fully dependent 
upon natural cycles (agriculture, river transport), are probably subject to one 
degree or another to this influence of the date of the beginning of the economic 
year. 


The remaining branches of the economy can be divided into two groups: one which 
does not experience a great influence from fluctuations in air temperatuce, and 
one that does. The first group contains most of the branches of industry (includ- 
ing the extraction and processing of fuel, electric energy, the chemical and tex- 
tile industry, metallurgy, machine building), and also the basic forms of trans- 
portation. The seasonal upsurge in these branches comes in the fall-winter period, 
and the seasonal decline in the summer.* In addition to reasons which are speci- 
fic for each branch, there are a number of common natural and economic conditions 
which favor an increase in the activity of these branches during the fall-winter 
period. The construction, repairs, and mass vacation season ends in the fall. 
There are the largest supplies of fuel and raw materials which have accumulated 
during the summer. The gradual wearing down of equipment and a decrease in stocks 


* A statistical analysis of the data which has been published monthly since 1965 
in EKONOMICHESKAYA GAZETA shows that for the above-mentioned branches of industry 
production volumes during the fall-winter months consistently exceed the average 
annual volumes by several percentage points. In the summer months production is 
three-eight percent lower (See, V. Zorkal’tsev, "The Influence of the Seasonal Fac- 
tor on Industrial Production," IZVESTIYA SO AN SSSR, Novosibirsk, No.2, 1978). 





results in the fact that in the spring a seasonal decline begins. During the sum- 
mer repairs are performed, there are minimum supplies of many types of raw mater- 
ials (including agricultural raw materials), and a substantial number of people go 
on vacation Or are enlisted in agriculture. For this reason, summer is the least 
favorable period for production in the given branches. 


At the present time the influences on the first group of branches of purely sea- 
sonal factors and of factors connected with the date of the beginning of the econ- 
omic year change in an almost parallel manner. The range of the fluctuations in 
their interaction is the widest possible one. In order to level out th. seasonal 
irregularities of production it would be more advisable to have another beginning 
date for the economic year. If, for example, the beginning of the economic year 
were to be the fall, the end of the economic year would occur in the second half 
of summer, the period which has the most favorable seasonal conditions, while the 
period whose seasonal conditions are most favorable for production would coincide 
with the beginning of the economic year. The establishment of the date for the 
beginning of the economic year in the spring or summer could also promote a level- 
ing out of the seasonal irregularities of the branches being considered. This 
yields an increase in production activity during the second half of the winter and 
during the spring, while there is a certain decrease in early winter. 


The second group is made up of branches which have a seasonal upsurge during the 
summer and a decline during the winter. They include open-stripore and fuel ex- 
traction, the production of construction materials, and construction. In order to 
level out the seasonal irregularities in these branches, it would possibly be ad- 
visable to establish the beginning of the economic year in the spring. In that 
case the individual operations and the preparations to deliver objects would be 
performed by construction workers basically in the winter. The beginning of new 
construction and earth and concrete work would be basically in the summer. 


For the economy as awhole the leveling out of seasonal irregularities by means of 
shifting the beginning date of the economic year could have the following plusses. 


1. It will make it possible to use production reserves mre productively. If a 
strengthening of the action of one group of factors occurs in a period of the weak- 
ening of the action of the other group of factors, then the possibilities for in- 
creasing production efficiency which exist in each of them manifest themselves most 
fully. 


2. The best conditions are created for a struggle against shock work at th end 

of the economic year. If the peak of shock work occurs in a season which is un- 

favorable for production, enterprise leaders will be compelled to distribute work 
throughout the year more thoughtfully. 


3. Expenditures for the regulation of seasonal fluctuations decrease. These ex- 
penditures are approximately proportional to the range of intra-year production 
fluctuations. The greater the range, the greater the capacity reserve that is 
needed, the greater the seasonal stocks of raw materials and output that will be 
needed, and the larger the number of warehouses to be built. 


As an example, let us examine the seasonal regulation of fuel supplies. At the 


present time during the winter period approximately 40 percent more boiler and 
furnace fuel is consumed than during the summer. A substantial part (approximately 
60 percent) of the growth of fuel consumption during the winter is explained by 

the increased heating load. The remaining part (40 percent) of the seasonal in- 
crease in fuel consumption is caused by an increase in production in fuel consuming 
branches. In part (one-third), the increased need is covered by an increase in the 
production of fuel during the winter period, which entails the necessity for main- 
taining a certain capacity reserve for fuel production and transportation. The 
basic part of the intra-year fluctuations in fuel consumption (two-thirds) is cov- 
ered through seasonal stocks. In fact, the seasonal stocks which are accumulated 
toward autumn comprise more than 100 million tons of conventional fuel. The cur- 
rent expenditures solely for organizing the storage of this fuel exceed 400 million 
rubles. The storage of such a mass of fuel is also connected with large indirect 
losses. For example, for individual types of energy coals the "normative" physical 
losses during a half-year of storage and losses on account of a worsening of qual- 
ity come to 3.6 percent. The actual losses are even greater since in accordance 
with the existing normatives , the storage of seasonal stocks is nowhere provided 
for. Today during the fall the coal warehouses of electric power stations where 
most of the seasonal fuel stocks are stored are frequently overfilled by 1.5-2 
times compared to their planned capacities, which leads to a substantial increase 
in losses. Also important is the fact that resources which have been invested in 
the extraction and processing of fuel are frozen for several months in warehouses. 
Thus, the smoothing out of seasonal irregularities in consumer branches from a 
shift in the beginning of the economic year could economize tens of millions of 
rubles annually in fuel supply expenditures alone. A substantial effect from such 
a measure can also be expected in other branches. 


The seasonal irregularities in the economy show up in the most concentrated form 
through fluctuations in the production of electric energy. The consumption of 
electric energy is an inseparable part of almost any production process. Electric 
energy is not preserved and, therefore, the dynamics of its production is an al- 
most precise reflection of the dynamics of consumption. At the present time during 
a winter day an average of 20 percent mre electric eergy is produced than during a 
summer day. Maximum electric energy consumption occurs at the end of December. 
This is explained by the purely natural conditions of the month (a shortening of 
the light day leads to an increase in lighting and the colder weather to an increase 
in heating), and also by increased production activity in the energy consuming 
branches toward the end of the economic year. 


If the beginning of the economic year is transferred to another date, the need for 
electric energy should substantially decrease at the end of the calendar year. 

This will foster an increase in the reliability of electric supplies; that is, 

with the same or with a smaller capacity reserve in the electric systems, it will 
lead to a decrease in the number of consumer disconnections resulting from insuffi- 
cient capacities. This could also foster an improvement of the quality of electric 
energy. Nowadays at the end of the year, on account of insufficient capacities, 
energy systems operate with lowered parameters for a much larger part of the time 
than during other periods. On the other hand, a more even consumption of electric 
energy during the course of the year will make it possible to decrease its cost 


and the specific expenditure of fuel. In this case, the more efficient electric 
power stations will produce the greater part of annual electric energy production. 


The fact that because of the discreteness of planning construction and iastallation 
work the basic commissioning of new capacities (60-80 percent) in electric energy 
is planned for the final quarter should also be put among the inconveniences of the 
existing economic year beginning date. In fact, around one-half of the new capac- 
ities in power engineering is commissioned in December and cannot be fully utilized 
to cover the winter work load since a prolonged mastery period is required. 


The Influence of the Beginning Date of the Economic Year on the Quality of Current 
Plans. 


Despite the important increase in the role of the five-year plans, a great deal 
depends upon annual planning. Current plans, as is known, are approved by central 
agencies and have the force of law. Materialized in the technical, industrial, and 
financial plans of industrial enterprises, and in the capital construction, mater- 
ial and technical supply, and shipments plans, current economic plans make the 
basis of economic activi'l:y during the course of the year, and their quality deter- 
mines to a substantial extent the efficiency of the functioning of the economy of 
the USSR. 


At the present time current plans are by no means always accurately fulfilled, 
and frequently the actual indicators of economic development diverge substantially 
from the originally planned ones. Deviations in the actual state of the economy 
from planning indicators are explained by many reasons, including the insufficient 
quality of forecasts. It is essential to seek ways to improve the quality of 
forecasts. In particular, the accuracy of forecasts can be increased by means of 
an apt choice for the beginning of the effect of current plans. 


For many types of economic activity the division of the year into summer and winter 
periods is more important than the division into spring and fall periods. For this 
reason, either 1 October or 1 April is preferable for annual forecasting and for 
planning economic indicators. 


Thus, for agricultural production and construction the decisive season is the 
summer. Only during the summer are cargos hauled on rivers in almost all of the 
areas of the USSR. The planning of river transport operations, of the structure 
of sown areas, of the times and amounts of agro-technical measures, and also of 
construction and installation work and repairs is best performed during the spring. 
During that season the production capacities and labor resources which have been 
prepared for the summer period can be evaluated more accurately than during the 
fall or winter, and the naturii-climatic conditions of the coming summer can be 
forecast more accurately. The need for seasonal work can be more accurately deter- 
mined at the beginning of the season. All of this makes it possible to plan the 
use of existing resources more efficiently. 


During the spring the times and levels of high waters can be quite accurately det- 
ermined on the basis of the available snow and short-term weather forcasts. This 


is of great importance for organizing soil preparation work and for determining 
sowing dates, for evaluating the possibilities for the use of river transport and 
log drives, and for determining optimal year-long water use modes at hydroelectric 
power stations and in irrigation systems. 


Enterprises in individual northern areas are almost fully supplied for the entire 
year on the basis of seasonal summer stocks. During the summer stocks of fuel, 
ore, and agricultural raw materials are created for the winter. Naturally, thz 
plans for the creation and siting of such stocks are also best made up during the 
spring. 


Due to the necessity for preparing measures to create seasonal stocks, in many 
branches important corrections of the current plans are performed during the spring. 
For example, regularly in March Gossnab USSR prepares a decree on the preparation 
of power installations for the winter. This decree embraces a wide range of mea- 
sures, including changes in the planning assignments for the production and dis- 
tribution of fuel. A change in the fuel supply plans results in plan changes in 
other bran-hes, particularly transportation, since fuel comprises around one-third 
of the shipments of general-use transportation. 


The beginning of the economic year on 1 October also has advantages for industry, 
especially for the processing industry. Toward the autumn the amounts of seasonal 
stocks of raw materials and fuel, the stocks of agricultural output, and the possi- 
bility for commissioning new capacities are determined more accurately, which makes 
it possible to plan their use throughout the year more efficiently. And while, 

for example, the planning of hydroelectric power station operations throughout the 
year is best performed during the spring when the level of the high waters becomes 
known, the possibility of using electric power stations on the basis of organic 
fuel is determined more accurately when the operating fuel stocks for the winter 
are known. Now, interruptions in fuel supplies for individual enterprises fre- 
quently arise in the early winter while large fuel stocks are available at other 
enterprises. This leads to the necessity for making corrections in the fuel allo- 
cations to ministries when the quarterly and monthly fuel supply plans are approved. 
Frequently during individual quarters and months the actual fuel supplies even for 
individual ministries and departments as a whole differ considerably from the init- 
ially assigned allocations. It is clear that such corrections greatly undermine 
the role of the v.ianning principle in our economy. 


While measures to increase the production of cropping output are best worked out 
during the spring, it is much more convenient to make distribution plans after the 
collection of the harvest. The possibilities for wintering livestock depend greatly 
upon the results of feed procurements and, therefore, the planning of animal hus- 
bandry production and of the amounts of meat deliveries to the state is also per- 
formed in a more rational manner during the fall. Only during the fall can the 
amounts of raw materials in the textile, leather shoe, and food industries be 
accurately estimated. 


Let us also note that although in the basic areas of the USSR summer is the con- 
struction season, in certain areas with special natural condttions--such, for ex- 


‘ample, as the Tyumen’ North, --construction is performed during the winter. It 
is more convenient here to make up construction and installation work plans toward 
the fall. 


Thus, from the point of view of the accuracy of planning absolute preference cannot 
be given to beginning the economic year on 1 April or 1 October. For certain in- 
dicators of the national economic plans one date is better, while for cthers it is 
the other one. If one of these dates is chosen it will be necessary in half a year 
to refine and correct the current plans for a number of indicators. Nevertheless, 
it seems that such a state of affairs will be better than the necessity for in- 
portant plan corrections twice a year. 


Thus, the beginning of the ecouomic year on 1 January is not the most successful 
choice with regard to any of the above-considered criteria. At the same time, 

it is not possible to give a simple reply regarding the most rational date for the 
beginning of the economic year. From the point of view of increasing production 
efficiency and decreasing costs to cover seasonal fluctuations 1 April, 1 July, 
and 1 October are equally acceptable. The use of the criterion of the quality of 
planning provides less clarity. In this case, two dates--1l April and 1 October-- 
are "suspects for optimality." From the point of view of convenient living and 
working conditions for people, particularly, the possibility of having vacations 
during the summer, preference has to be given to l April. 


I believe that readers will find quite a few additional agruments for and against 
the proposed reform. In any case, a serious and substantiated discussion of the 
problem which has been raised seems to the author to be a very useful thing. 


COPYRIGHT: Izdatel'stvo "Nauka" "Ekonomika i organizatsiya promyshlennogo 
proizvodstva,"” 1981 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


INDOCTRINATION ON SOVIET ECONOMIC POLICY AND PLANNING 


Moscow KOMMUNIST VOORUZHENNYKH SIL in Russian No 17, Sep 81. (signed to press 19 Aug 
81) pp 9-20 


[Article by Candidate of Economic Sciences, Docent Maj Gen A. Kormil’tsev, plus 
Seminar Recommendations: "Party Economic Policy in Conditions of Developed Social- 
ism" ] 


[Text] Specifying for the llth Five-Year Plan and the 1980's a program of building 
communism in our country and strengthening world peace, the 26th CPSU Congress 
focused enormous attention on matters of economic policy and its further innovative 
development. And this is not surprising. As Comrade L. I. Brezhnev stressed at 
the congress, direction of the national economy is the heart of all party and 
government activity, since the foundation for accomplishing social tasks and 
strengthening the nation's defense capability is laid down precisely in the area of 
the economy, the foundation of a vigorous foreign policy, and the requisite precon- 
ditions are created for a successful advance by the Soviet society toward com- 
munism (see "Materialy XXVI s"yezda KPSS" [Proceedings of the 26th CPSU Congress], 
page 31). 


* * * 


A most important feature of Communist Party direction of societal affairs lies in 
the fact that the party functions primarily as the political leader of the people. 
V. L. Lenin pointed out that “politics is participation in the affairs of state, 
direction and guidance of the state, determination of the forms, tasks, and con- 
tent of activities of the state...." ("Poln. Sobr. Soch." [Complete Works], Vol 33, 
page 340). The direction of the ecunomic activities of the Soviet State is 
determined by economic policy. This policy, which expresses the root interests of 
the worker class, the kolkhoz peasantry, and all working people, is elaborated by 
the party. 


Pointing to the necessity of a political approach to solving economic problems, 
V. I. Lenin noted that in this sense "politics must take precedere over economics" 


* It is recommended that this article be utilized in officer Marxist-Leninist 
training groups when studying the topic "Party Economic Policy and Its Further 
Development in the Resolutions of the 26th CPSU /Congress." 





("Poln. Sobr. Soch." Vol 42, page 278). The determining significance of a political 
approach to management of the economy does not signify, however, that politics is 
independent of the economy and can assign it any tasks. The political and economic 
activities of the state are interlinked, for politics, as V. I. Lenin emphasized, 
"are a concentrated expression of economics...." (ibid). 


The Marxist thesis on the primacy of production and production relations in the 
entire aggregate of societal relations retains its validity in the conditions of a 
socialist society. However, as a consequence of the conscious, purposeful develop- 
ment of this society toward communism, politics outstrips economics and stimulates 
its growth. The progressive influence of politics on economics is due to the fact 
that it proceeds from the objective requirements of development of productive forces 
and production relations, corresponds to the interests of the working people, and 
ensures further strengthening of comradely cooperation among workers, peasants, and 
intelligentsia. 


Thus economic policy is a system of measures, elaborated by the party and implemented 
by the state, directed toward planned development of the productive forces of socie- 
ty and economic relations between classes, social groups, and national entities. It 
includes statement of the principal tasks of development of the economy and deter- 
mination of ways to accomplish them, as well as key problems on which attention 
should be concentrated. An immutable program demand of the CPSU -- everything in 
the name of and for the benefit of man -- has been and remains a point of departure 
in a party, political approach to economics. 


The strength and vitality of CPSU economic policy lies in the fact that is profound- 
ly popular, for it reflects the root interests of all working people; it is 
genuinely scientific, for it proceeds from the demands of objective economic laws 
and points out the most rational paths of implementation of these demands; it is 
consistently revolutionary, since it aims at the progressive development of society, 
liquidation of everything that is obsolete, which has outlived its time, and es- 
tablishment and affirmation of the new and progressive. 


"We value communism," noted V. I. Lenin, “only when it is economically substun- 
tiated" ("Poln. Sobr. Soch," Vol 38, page 179). This point assumes special sig- 
nificance in the period of developed socialism. Specifying new targets of advance 
in building communism, the party mobilizes the worker masses primarily toward build- 
ing its materiai foundation and toward development of the nation's economy. Growth 
of the economy and increasing its effectiveness determine the pace of social 
progress, the level of prosperity of the members of society, and improvement of 
conditions of labor, rest and recreation for working people. First and foremost 
purposeful economic-organizational activity by the state is essential for successful 
implementation of economic policy. Expressing the will and interests of the people 
and possessing on their behalf the principal means of production in industry, con- 
struction and agriculture, means of transportation and communications, banks, etc, 
the Soviet State logically becomesthe center of economic planning and management. 

It is precisely the state which determines the volume, growth rate and structure of 
societal production, the scale of capital investment and distribution of productive 
resources; it guides and directs the development of science and technology and in- 
corporation of scientific and technological advances. Utilizing the supply system 
and trade, the state regulates distribution of societal product. It also 


10 
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determines the financial-credit system and domestic money circulation, establishes 
prices and the procedure of compensating labor, trains cadres, and organizes the 
labor of millions of Soviet citizens. 


The scale of activity of party and state in the economic sphere is enormous, In 
the Soviet Union 125 million persons are involved in production. They utilize 
20 million item designations of implements of labor, produce 12 million kinds of 
finished goods, and each year perform 6.5 trillion different economic operations. 
And everything in this "economic galaxy" must be coordinated, planned, and dis- 
tributed in conformity with the laws of societal development and the concrete 
needs of the nation's economy and worker masses. 


Elaboration and implementation of economic policy presupposes accomplishment of 
diversified tasks. They can be divided into strategic and tactical, depending on 
importance and scale. The strategy of economic policy consists in determining long- 
term objectives and large-scale socioeconomic tasks. The tactics of economic 

policy consist in specifying the concrete forms, methods and modes of accomplishing: — 
these tasks. 


The strategy and tactics of present-day party economic policy experienced further 
development in the documents and resolutions of the 26th CPSU Congress. Reflecting 
the succession of the long-term course of policy specified at the 24th and 25th 
CPSU congresses, the 9th, 10, and llth five-year plans constitute, as it were, a 
unified whole in accomplishment of the strategic task of building the material and 
technological foundation for communism, further improvement of socialist societal 
relations, formation of the socialist way of life and boosting the material and 
cultural level of the Soviet people. 


The 26th CPSU Congress noted that economic development results confirm the cor- 
rectness of the party's economic strategy. Ou: country has moved substantially 
forward in all areas of building the material and technological foundation of com- 
munism, while the achieved economic might guarantees successful accomplishment of 
the subsequent tasks in building communism. | 


In the 1970's there was accomplished a substantial growth of production and sci- 
entific-technological potential; stable dynamic growth of the economy was achieved, 
its technological level was boosted, the prosperity of working people was increased, 
and the nation's defense capability was strengthened. At the present time this 
country's industrial output in a single working day equals 150 days industrial out- 
put in prerevolutionary Russia. 


The scientific and technological revolution has continued to deepen and broaden. 

Such branches of industry as nuclear machine building, space and laser hardware, 
electronics and microelectronics, microbiological industry, manufacture of syn- 
thetic diamonds and other new synthetic materials have experienced further develop- 
ment or have been created from the ground up. Major changes have taken place in the 
distribution of productive forces. Territorial-production complexes were established 
in the European part of the RSFSR, in the Urals, in Siberia, in the Far East, in 
Kazakhstan, and in Tadzhikistan. In the last five-year plan these complexes ac- 
counted for the nation's entire growth in oil, gas and coal production. 
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The material and technological foundation of agriculture has become stronger. More 
than 300 billion rubles were invested in development of agriculture in the 1970's, 
or 2.3 times as much as in the preceding decade. Average annual crop and livestock 
production rose by 23 percent. 


Summarizing the results of the 10th Five-Year Plan, the 26th CPSU Congress also 
noted difficulties in the nation's economic development. Weather conditions adverse 
to agriculture in three of the last five years have had an effect. A role has also 
been played by a worsening of the world economic situation, a slowing of the process 
of détente, and the arms race imposed by imperialism. Subjective factors have also 
played a role -- deficiencies in planning and management, cases of mismanagement, 
traditions and habits which became established during that period when not so much 
the qualitative as the quantitative aspects of things was paramount. 
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The great production and scientific-technological potential with which our country 
entered the 1980's enabled the party to define new target levels of economic and 
social development of the Soviet society. The main task of the llth Five-Year Plan 
consists in securing further improvement in the prosperity of Soviet citizens on the 
basis of stable, forward development of the nation's economy, acceleration of sci- 
entific and technological progress and shifting of the economy to an intensive 

path of development, more efficient utilization of our country's production poten- 
tial, and every possible savings in all types of resources and improvement in 
quality of work performance. 

"Concrete concern for specific individuals, their needs and requirements," em- 
phasized Comrade L. I. Brezhnev at the 26th CPSU Congress, "is the beginning and end 
point of party economic policy" ("Materialy XXVI s"yezda KPSS," page 49). In con- 
nection with this there has been specified a policy aimed at a more definitive 

shift of the economy toward accomplishing tasks which directly determine the living 
and working conditions of Soviet citizens. Securing improved living standards for 
the people by means of all-out intensification of societal production is a basic 
feature of the party's long-range economic strategy. 


Both the economic and social significance of increasing the prosperity of Soviet 
citizens is becoming greater thereby. Today it is not only important how much a 
worker receives for his labor but also what he can actually buy for the money he 
receives, how he spends his leisure time and strengthens his health, in what con- 
ditions he lives, and in what mood he comes to work. All this influences the 
creative aspect of labor and increases its productivity. Consequently, concern 
about man and his daily life activities creates realistic preconditions for further 
intensification of production and its increased effectiveness. 


A continuous rive in the living standards of Soviet citizens is a determining trend 
in our development. And although not all desires are being fully met by retail 
trade and the service industry, although difficulties still exist in supplying the 
public with certain food items and consumer durables, one can state with confidence 
that during the last five-year plan there took place an appreciable improvement in 
the living standards of working people, and conditions were created for a further 
rise in living standards. 





In 1980 approximately half of the population enjoyed an income per family member of 
greater than 100 rubles per month, while in 1970 only 18 percent of the population had 
such an income. This is an important indicator, which reflects real income growth. 
The following fact also indicates that people have become more prosperous: as of 
the beginning of 1981 total personal savings bank deposits amounted to more than 

156 billion rubles. This is not money put away for a "rainy day," since we have not 
had any unemployment for more than half a century now, and every individual is 
guaranteed by the state an old-age pension and disability benefits. Money is put 
away primarily for purchase of expensive goods or in connection with insufficient 
supply of goods in demand. 


In the llth Five-Year Plan worker and employee wages will increase by 13-16 percent 
and will average 190-195 rubles per month in 1985. Kolkhoz farmer earnings from 
the communal farming operation will rise by 20-22 percent. 


Soviet citizens will receive considerable benefits and services from public con- 
sumption funds. These funds finance free schooling and advanced vocational training, 
free medical care, benefits, pensions, student stipends, paid annual vacations, 

free or low-cost trips to sanatoria and rest houses, care of children in preschool 
facilities, etc. During the 10th Five-Year Plan the public received a total of 

527 billion rubles worth of benefits and services from public consumption funds, 

or 134 billion more than in the Ninth Five-Year Plan. 


The worker in a developed socialist society should be educated, socially active, 

with a broad range of intellectual needs and interests. For this reason we have 
adopted universal mandatory secondary education. More than five million persons 
graduate each year from secondary schools and vocational schools, while two million 
graduate from colleges and technical schools. None of the students pay a single 
penny. The state spends more than 30 billion rubles a year on education. For 
purposes of comparison, this money could finance the construction of 37 hydroelectric 
power stations of the Krasnoyarsk type, one of the world's largest. 


Our nation plans to spend considerable funds in the llth Five-Year plan on execu- 
tion of new social measures which are of great practical significance for every 
Soviet family. A system of measures will be implemented to raise living standerds 
for mothers and young people, with increased assistance to families with children 
and to newlyweds. 


The level of prices on goods and services is an important aspect of living standards. 
As we know, unchecked inflation and accompanying rise in prices is observed in the 
nonsocialist world. Prices have risen by an average of 130 percent since 1970 in 

the developed capitalist countries. 


During this same period, the state retail price index for basic foodstuffs and non- 
food items in our country has remained almost unchanged. The 26th CPSU Congress 
confirmed the party policy of ensuring stability of prices while increasing 
government and volunteer monitoring of observance of prices. We should state that 
our government grants large subsidies in order to maintain stable retail prices. 
Each year, for example, the government spends 25 billion rubles more on the 
purchase, processing and sale of meat and dairy products than it receives from 
their sale. Could something like this happen in the conditions of a bourgeois 
country? 
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The principal way to increase real personal income and the public's purchasing power 
is to increase production of foodstuffs and non-food goods. In particular, it has 
been acknowledged necessary to elaborate a special food program, the purpose of which 
is to unify the efforts of all branches engaged in the production, storage and 
processing of agricultural products, as well as trade, in order to accomplish as 
rapidly as possible the task of uninterrupted supply of foodstuffs to the population. 
In the new five-year plan almost one third of total capital investment in the 
economy is being allocated for the development and improvement of those branches 
which form a unified agroindustrial complex. The bulk of these funds are going 
directly for boosting agricultural production, which is determined by the enormous 
importance of this sector of the economy for solving the food problen. 


Improving the level of prosperity of Soviet citizens also depends in large measure 
on expanding production and improving quality of consumer goods and development of 
the service industry. The 26th CPSU Congress specified for the llth Five-Year 

Plan an aggregate of important measures in this area. We shall be furnishing light 
industry with modern equipment, improving supply of raw and other materials, and 

we shall be enhancing the role and influence of trade on the production, variety and 
quality of goods. The task of improving the technical equipment of municipal ser- 
vices and personal services, which comprise the service industry, has been specified. 


An important basic feature of the llth Five-Year Plan is a higher production growth 
rate for industrial branches of Group B (production of consumer goods) in comparison 
with the output of Group A branches (production of means of production). This will 
make it possible to secure a more rapid growth in volume of consumer goods. Sales 
turnover will correspondingly increase. Goods turnover now already averages 

1000 rubles per capita annually. During the years of the new five-year plan retail 
sales turnover of state and cooperative trade will increase by 22-25 percent. 


Living standards are determined in large measure by the state of housing. Housing 
construction in this country has been placed on an industrial "conveyer belt." 
Every day 5,600 apartment units are built, that is, every three days sufficient 
housing is built for a city with a population of approximately 60,000. Every year 
approximately 2 million families move into new quarters. The rent payment covers 
only one third of operating and maintenance costs. The remaining two thirds -- in 
the order of seven billion rubles per year -- is paid by the state. 


We have arrived at a new stage in solving the housing problem. A most important 
social task will essentially be accomplished in the 1980's: providing each family 
with a separate apartment unit offering all the amenities. Already today 8 

out of 10 families have their own apartments. We should recall that 25 years ago 
9 out of 10 urban families had only a room in so-called communal apartments. This 
is a vivid example of how vitally important problems can be resolved in a socialist 
society. 
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Accomplishment of the extensive social program targeted for the llth Five-Year Plan 
in the 1980's as a whole presupposes execution of large-scale measures for develop- 
ment of material production, boosting its scientific and technological level and 
efficiency, and improving methods of economic management. 
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Considerable attention continues to be devoted to the development of heavy in- 
dustry, since it remains the basis for accomplishing all production and social tasks 
and achieving further strengthening of the defense might of the state. 


The 26th CPSU Congress devoted particular attention to development of the nation's 
fuel and energy complex. The llth Five-Year Plan will be the first stage in carry- 
ing out the Soviet Union's energy program which was drafted at the initiative of 
Comrade L. I. Brezhnev. In 1985 electric power generation will total 1550-1600 bil- 
lion kilowatt hours, oil production will reach 620-645 million tons, natural 

gas production will reach 600-640 billion cubic meters, and coal production will 
reach 770-800 million tons. The structure of the fuel and energy balance will be 
improved by reducing the percentage share of oil as a fuel, replacing it with natural 
gas and coal, rapid growth and development of nuclear power engineering, including 
fast-breeder reactors. 


Important targets are specified for ferrous and nonferrous metallurgy. In addition 
to bringing new facilities on-stream, there has been specified the task of achieving 
radical improvement in the quality of metal produced and increased production of 
more efficient products. There will be an increase in the percentage share of 
aluminum, other nonferrous metals, precision alloys, as well as plastics in 
Structural materials. 


The new five-year plan will lead to significant changes in construction. With an 
overall increase in capital spending volume to 711-730 billion rubles, particular 
attention is focused on an all-out concentration of manpower and resources for the 
earliest possible completion and startup of those facilities which will provide the 
greatest production increase. An extensive program of retooling and renovation 
of existing enterprises will be carried out. 


Accomplishment of the tasks specified for the five-year plan depends in large 
measure on the performance of transportation. First and foremost the lag in rail 
transport is to be overcome. In order to achieve this goal, rolling stock will be 
modernized, tracks, roadbed and line facilities will be improved, and railroad 
traffic capacity will be increased. Another important task is improvement of co- 
ordination in the operations of the various modes of transportation: rail, motor 
transport, air, sea, river and pipeline. Completion of construction of the Baikal- 
Amur Mainline will be of great importance in development of the economy of Eastern 
€iberia and the Far East. 


Each branch and sector is assigned its own important tasks, its own specific prob- 
lems. But there are problems which encompass all branches and sectors of the 
economy. The most important of these is the task of completing transition to a 
primarily intensive path of development. In its historic scale, significance and 
consequences, noted the 26th CPSU Congress, this transition can rightly be placed 
alongside such a profound transformation as socialist industrialization, which 
radically changed the countenance of this country. 


As we know, it is possible to expand production and increase output by two methods. 
The first is to build more and more plants and factories on the old technological 
foundation, to create new work stations at enterprises, and to bring more and more 
people into production. Such an extensive path was characteristic of the early 
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stages of development of our economy, when it was necessary to overcome age-old 
backwardness, move industry into the outlying regions, and increase production 
volume, The situation is different today. We possess immense production potential, 
highly developed science, and skilled cadres. Therefore priority, primacy is given 
to growth not so much of quantitative as of qualitative indices. 


In conditions of developed socialism, intensification of the economy becomes the 
principal way to increase the national wealth, making it possible to achieve high 
end results with more efficient utilization of material and labor resources, ac- 
celerated retooling of enterprises on a new technological foundation, and adoption 
of modern industrial processes. Precisely this makes it possible sharply to boost 
labor productivity and improve product quality. 


"Intensifying the economy and increasing its efficiency, translating this formula 
into the language of practical affairs," stated Comrade L. I. Brezhnev at the 26th 
CPSU Congress, "consists primarily in production results growing more rapidly than 
production expenditures, and in achieving more while involving comparatively fewer 
resources in production. Planning, scientific-technical and structural policy 
should be subordinated to accomplishment of this task. Methods of economic manage- 
ment and policy in the area of management should also promote efficiency" 
("Materialy XXVI s"yezda KPSS," page 40). 


A thrifty and stewardly attitude toward public property and the ability fully to 
utilize everything we possess in a purposeful and efficient manner is today becoming 
the core of economic strategy. 


The powerful material and technological foundation of developed socialism has been 
created by the labor of many generations of Soviet citizens. This country contains 
44,000 production and scientific-production associations, combines and enterprises, 
approximately 26,000 kolkhozes, 21,000 sovkhozes, many other trade, communications, 
transportation, and service industry enterprises and establishments. The value of 
fixed productive assets totaled 1,149 billion rubles in 1980. This entire 
enormous economic potential should not only grow but should also be intelligently 
utilized. 


One of the key tasks of the llth Five-Year Plan is fuller and more efficient utiliza- 
tion of fixed productive assets. Increased return on capital is achieved by in- 
creasing the machinery and equipment operation shift factor, by shortening the time 
required to bring new production capacity on-stream, and by labor productivity 
growth. 


An important area for improving production efficiency is better utilization of raw 
materials, fuel, energy, metal, cement, mineral fertilizer, and other materials. 
Many of these resources today require great efforts and expenditures in connection 
with a shift in the location cf their mining and production into the northern and 
eastern regions. The effect obtained from each ton of oil, coal, and metal saved 
correspondingly becomes greater, and detriment caused by their loss and inefficient 
utilization becomes more appreciable. For example, a decrease of only 50 percent 
of losses and waste in metalworking would be equivalent to a 10 percent increase in 
production of finished rolled steel product. 
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The Principal Directions of Economic and Social Development of the USSR for 1981- 
1985 and the Period of up to 1990 specify measures to establish more rigid standards 
on consumption of all resources. Targets for the current five-year plan call for 
savings in the national economy as a whole of 160-170 million tons of standard fuel, 
and not less than an 18-20 percent decrease in the standard of consumption of rolled 
steel products in machine building and metalworking. Concrete targets pertaining 

to achieving savings in other resources have also been specified. 


Improved efficiency of the economy is connected with improving product quality, 
product utility and technical-economic properties. At the present time, from the 
standpoint of the economy as a whole, the term "better" almost always also signifies 
"more." A numerically-controlled machine tool, for example, replaces 10 obsolete 
machine tools, and a heavy-payload truck or powerful tractor replaces several con- 
ventional vehicles. 


Product quality is positively affected by improvement of production, organization 
of labor, adoption of advanced industrial processes and new techniques, utilization 
of better raw materials, improvement in worker skill level, and an overall improve- 
ment in production sophistication. All this requires additional expenditures. 
Improvement of the qualitative indices of a product, however, results in future 
labor savings, since a quality product has a longer useful life. 


"Equal to the best world and Soviet products -- we cannot and should not agree to 
anything less," stated Comrade L. I. Brezhnev in regard to level of demands on 
product quality. "We must teach ourselves this; we must seek to achieve this, 
decisively rejecting everything which is obsolete, backward, depreciated by life 
itself" ("Materialy XXVI s"yezda KPSS," page 43). 


A move toward efficiency and quality presupposes improving production on the basis 
of the latest scientific and technological advances. The 26th CPSU Congress speci- 
fied the task of deepening the link between the basic and applied sciences and 
production and of strengthening the scientific and design foundation of the various 
branches and sectors of the economy., Organization of the entire system of sci- 
entific research should be more flexible and mobile. Today scientific recommenda- 
tions are needed both for solving key problems of the economy and discoveries 
capable of making genuinely revolutionary changes in production. 





That economic structure with which the Soviet Union will enter the 2lst century will 
be created and established in the 1980's. The party believes that this structure 

. Should embody principal features and ideals of the new society, be in the vanguard 
of progress, and embody an integration of science and production, a solid alliance 
between innovative thought and productive labor. 
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The 26th CPSU Congress devoted considerable attention to matters dealing with 
practical implementation of party economic policy -- further improvement of methods 
of directing the economy and improving the level of management and economic ad- 
ministration. New forms of organization of production will constitute an important 
element of the economic organism, as will a new system of plan indices and standards 
for evaluating the performance of industry and construction to be adopted in the 
llth Five-Year Plan. 
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Put forward at the same time is the task of increasing responsibility for quality 
of plans and for their unconditional fulfillment. "It is a matter of developing a 
work style," stated Comrade L. I. Brezhnev, "in wuich efficiency and discipline 
would te organically combined with bold initiative and enterprise. Practicality and 
a businesslike nature would be combined with a striving toward ambitious goals. A 
critical attitude toward deficiencies would be combined with firm confidence in the 
historical superiority of the path we have chosen" ("Materialy XXVI s"yezda KPSS," 
page 5l). 


Direction of the economy in our society does not boil down merely to economic matters. 
These are at the same time political and party matters. We have here a close link 
between production and indoctrination of workers, initiative and creativity of the 
masses. More and more working people are becoming involved in production management. 
The trade unions are playing an increasing role in organizing competition and in 
determining other matters pertaining to production, daily life and leisure-time ac- 
tivities. Implementation of the extensive program of economic and social develop- 
ment of this country specified by the congress is the main economic-political task 
of all party, soviet, trade union, Komsomol and economic organizations. 


An important direction of CPSU economic policy is the development of economic and 
scientific-technical relations with foreign countries. This involves first and 
foremost comprehensive cooperation with the socialist nations, which expresses 
economic relations of a new type, relations of fraternal cooperation and mutual 
assistance. 


Comprehensive coordination of the economic plans of the CEMA member nations is a 
means of strengthening the position of socialism in the world economy and protecting 
the nations of the socialist community from the influence of adverse economic trends. 
Their joint efforts are concentrated on development of power engineering, the fuel 
and raw materials base, co-production of advanced types of machinery and equipment, 
broadening of the variety and improvement in the quality of consumer goods. 


The Soviet Union is building cooperation with developing nations on a just and 
equal basis. Utilized toward these ends are mutual trade and economic and scien- 
tific-technical assistance to these countries in building industrial and agricul- 
tural facilities, in training indigenous cadres, etc. We also maintain stable 
economic relations with capitalist countries and promote expansion of these rela- 
tions on the basis of observance of mutual obligations. 


On the whole the external economic activities of the Soviet State are focused to- 
ward satisfying the requirements of the national economy in equipment, industrial 
processes, raw materials and supplies, as well as the demand of the population for 
consumer goods. The 26th CPSU Congress confirmed the policy aimed at extensive 
development of international economic cooperation in the interests of preserving 
peace, deepening détente, and mutual understanding between peoples. 
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Soviet citizens know that the party's course of policy aimed at a steady rise in 
living standards is embodied in economic policy. But they also know that im- 
perialism is continuing its attempts to halt our advance toward communism. Toward 
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this end the aggressive forces of imperialism aggravate the international situation, 
encourage a war psychosis, and escalate the arms race. Refusing to yield to acts 
of provocation, the CPSU, the Soviet State and our entire people are maintaining 
vigilant watch over the intrigues of the foes of socialism and are taking the 
necessary steps to strengthen our country's defense capability and to increase the 
might of the Soviet Armed Forces. Thanks to the achievements of the socialist 
economy, our army and navy possess everything they need to defeat any aggressor. 
Their combat potential constitutes a solid fusion of a high degree of technical 
equipment, military expertise, and indomitable morale. 


Seminar Recommendations 


A seminar on the topic "Party Economic Policy and Its Further Development in the 
Resolutions of the 26th CPSU Congress" is to assist students more deeply to comprehend 
the essence of economic policy, its objectives, content and ways of implementation 

in conditions of developed sécialism, the political significance of the program of 
socioeconomic development of our country for the 1980's drafted by the congress, the 
character of key problems of the llth Five-Year Plan and its significance for further 
strengthening the might of our homeland. 


The following topics should be presented for discussion: 1. V. 1. Lenin on the 
party's economic policy. Development of societal production in the llth Five-Year 
Plan on a foundation of its intensification -- root problem of party economic 
strategy; 2. Improved living standards for Soviet citizens -- the highest goal of 
party economic policy. The 26th CPSU Congress on the main directions for boosting 
living standards of working people; 3. Improvement of methods of direction of the 
economy -- key question of CPSU economic policy; 4. Significance of the llth Five- 
Year Plan for strengthening the military-economic potential of the Soviet State and 
its Armed Forces. 


Following a brief introductory statement by the instructor, a report entitled "The 
26th CPSU Congress on Party Economic Policy in the Period of Developed Socialism" 
should be presented. 


In discussing the first topic, it is important to concentrate attention on 
clarifying the term policy in general and economic policy in particular, and to 
reveal the d.alectic interrelationship between economics and politics. This will 
make it possible better to understand that the policies of a given nation are 
determined first and foremost by the economic interests of the ruling class in that 
country. For example, the endeavor by the monopoly bourgeoisie to extract maximum 
profits from the arms race determines in large measure the policy of the 
governments of imperialist nations aimed at militarization of the economy, at 
preparations for and initiation of predatory wars. 


One should examine in particular detail the Leninist thesis that following the 
victory of the socialist revolution and transformation of the proletariat into the 
ruling class, "politics cannot have primacy over economics," for without a correct 
political approach to economic affairs, "a given class will not hold onto its 
domination, and consequently will be unable to accomplish its production task" 
("Poln. Sobr. Soch," Vol 42, pp 278, 279). This thesis remains valid today, en- 
phasizing the importance of a political approach toward solving the economic 
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problems of the socialist society by the Communist Party and the Soviet State. 
"Problems pertaining to directing the economy," noted Comrade L. I. Brezhnev at the 
26th CPSU Congress, “are not simply economic but political and party" ("Materialy 
XXVI s"yezda KPSS," page 51). 


The party's economic policy, as a most important component of building communisn, 
proceeds from Marxist-Leninist teaching and the objective laws and patterns of 
societal development, and expresses the root interests of the Soviet people. It 
includes statement of the long-range, basic goals of an economic and social 
character, determination of the ways and means of achieving them taking into ac- 
count the specific features of a concrete historical period. 


The Central Committee Report and other documents of the 26th CPSU Congress give an 
exhaustive description of the features of the present stage in building communisn, 
which determine the necessity of all-out intensification of societal production. 

This is a multifaceted problem, which includes concentration of production, 
shortening the production cycle, increasing output per unit of productive assets, 
boosting the technological level and reliability of products, reducing their labor- 
intensiveness and cost, fuller, more comprehensive utilization of economic resources, 
and other factors. 


Wherein lies the essence of party economic policy in the area of increasing produc- 
tion efficiency? What will distinguish the llth Five-Year Plan in this regard? The 
attention of students must be focused on these questions. A detailed answer to them 
can be found, in particular, in an article by CPSU Central Committee Secretary V. I. 
Dolgikh entitled "The 26th CPSU Congress and Party Policy in the Area of Industry 
and Construction," which appears in the journal KOMMUNIST, No 9, 1981. 


When discussing the second seminar topic, students should first of all substantiate 
why a steady rise in material and cultural living standards is the highest goal of 
party economic policy and an objective law and pattern of development of socialist 
production. Revealing the content of the fundamental economic law of socialism, 

it is important to stress that under socialism societal production develops "for 
the purpose of ensuring full prosperity and free, comprehensive development of all 
members of society" (V. I. Lenin, “Poln. Sobr. Soch.," Vol 6, page 232). 


Placing the nation's entire scientific-technical and production potential in the 
service of man, the party has elaborated ai extensive system of measures encompass- 
ing improvement of all aspects of the lif# of Soviet citize:.s -- consumption and 
housing, culture and recreation, working and living conditions. Presently being ad- 
vanced to the forefront are tasks pertaining to fully adequate physical, actual 
satisfaction of the increasing level of demand on the part of the public, backed up 
by purchasing power. These tasks are grouped around two general national programs. 
The first of these is a food program, the second specifies expanding production and 
improving the quality of consumer goods, and development of the service industry. 


It is essential to examine the main directions being taken in increasing the 
prosperity of the Soviet people, the character of distribution relations under so- 
cialism, the structure of real personal income, and the significance of public con- 
sumption funds proceeding from the social program of the llth Five-Year Plan. It 
is appropriate to reveal the labor, collectivist nature of the socialist way of 
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life, its suveriority over the capitalist way of life, and to demonstrate the 
groundlessness of claims by bourgeois apologists that developed capitalism is a 
“society of universal prosperity.” Of course one should also state that many 
benefits which our people receive free of charge (education, medical care, social 
services and benefits, etc) cost the state a great deal. Hence an increase in the 
significance of maximum labor contribution by each individual to the country's 
national wealth. / 


The party, government and people display considerable concern for army and navy per- 
sonnel. This concern must be demonstrated using the example of one's own unit and 
subunit, emphasizing the importance of a thrifty attitude toward military property 
and toward consumption of supplies and foodstuffs. 


In discussing the third topic, it is important to understand why improvement of 
methods of directing ad managing the nation's economy is a key question of party 
economic policy. Reference to V. I. Lenin's "Current Tasks of the Soviet Authori- 
ties" and to other recommended literature will help gain a better understanding of 
the importance of precise planning and consistent cost accountability for im- 
proving production efficiency and for achieving an optimal combination of the in- 
terests of society, the group, and the individual. Revealing the content of 
measures aimed at further improving the economic mechanism, one should draw atten- 
tion to questions connected with leadership style and increasing the responsibility 
of cadres for fulfillment of state plans. 


It is essential to emphasize that the party congress resolutions also dir« :tly 
apply to problems of improving control and management in the conditions of the 
Armed Forces, of course taking into account the specific features of the military. 


Since elements of cost accountability (comparing expenditures with obtained results, 
financial iiability and material incentives, financial oversight) exist at almost 
all levels of the military organization of the state, it is advisable to discuss at 
the seminar the status of economic work in one's unit and to specify ways to im- 
prove it. 


The fourth topic is of particular interest to a military audience. It is essential 
to note at the very outset that the llth Five-Year Plan, just as all preceding 
ones, is subordinated to the great cause of building communism, strengthening 
peace, and improving the lives of Soviet citizens. In today's complex interna- 
tional situation, however, when the forces of imperialist reaction have become 
more aggressive and attempts are being made to escalate the arms race, it is es- 
sential to display the highest degree of vigilance and unabating attention toward 
strengthening the defense of our homeland and increasing army and navy combat 
readiness. This is why the new five-year plan also specifies accomplishment of 
defense tasks. As was stated at the 26th CPSU Congress by Comrade N. A. Tikhonov, 
chairman of the USSR Council of Ministers, "thereis no doubt whatsoever that our 
valiant Armed Forces will be provided with everything they need in order reliably 
to withstand attempts by imperialist forces to achieve military superiority" 
("Materialy XXVI s"yezda KPSS," page 128). 


During the seminar it is necessary to examine the problem of the correlation of 
the economic and military strength of the state and to demonstrate with concrete 
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examples how accomplishment of given economic tasks affects strengthening of the 
nation's defense capability and Armed Forces combat potential. 


V. I. Lenin stated that war is a test of all the economic and organizational re- 
sources of nations and that in every war "the economy is the deciding factor -- this 
is also a well known fact which essentially nobody disputes" ("Poln. Sobr. Soch.," 
Vol 34, page 41). In present-day conditions the link between economics and military 
strength has become exceptionally close and multifaceted. On the one hand, defense 
needs are imposing increasingly higher and more diversified demands on the economy. 
On the other hand, capabilities to meet these demands have increased immeasurably, 
capabilities to combine successful development of the nation's economy with 
strengthening of the material foundation of the national defense capability. 


The party strictly follows Lenin's statements pertaining to the dialectical unity of 
the economic, scientific-technical, moral-political, and military potentials as the 
principal components of the defense might of the state. Building of a developed 
socialist society in the USSR, its powerful economic base, a high level of develop- 
ment of productive resources, and combining the advantages of a planned economy with 
the scientific and technological revolution make it possible to resolve a broad 
range of problems in the area of defense. First of all itis necessary to show 

that growth and development in the llth Five-Year Plan of heavy industry, especially 
machine building and other basic branches, will also ensure improvement in the 
defense industry and will strengthen the technical equipping of its production 
potential. Growth in productivity of societal labor on the basis of adoption of new 
equipment and technology makes it possible to accomplish economic and defense tasks 
without additional recruitment of manpower resources, and makes it possible to 
reduce the cost of military products. 


One should draw attention to development in the new five-year plan of those branches 
of the economy which supply the needs of the defense industry with ferrous and non- 
ferrous metals, various synthetic materials, as well as fuel and energy. Boosting 
agriculture and development of the nation's agroindustrial complex are of great im- 
portance for expanding the raw materials and food base and for fully meeting the 
needs of the general population and Armed Forces personnel. It is essential to 
reveal the economic and defense significance of measures pertaining to comprehensive 
development of all modes of transportation, especially rail transport, which V. I. 
Lenin called "a most important material factor of war" ("Poln. Sobr. Soch.," Vol 38, 
page 400). 


The llth Five-Year Plan specifies further improvement in the distribution of 
productive resources. Establishment and development of territorial-production com- 
plexes in various parts of the country and accelerated exploitation of the rich 
resources of Siberia and other eastern regions constitute an important condition for 
increasing efficiency of production, stability and survivability of the economy in 
case of war. 


Thus economics exerts a vigorous, decisive influence on the status of the combat 
potential of the Armed Forces and the defense capability of the state. Mar SU 
D. F. Ustinov, USSR Minister of Defense, noted: "In the Soviet Union the economy, 
science and technology are at such a high level today that we are capable of rapidly 
building any weapon on which the enemies of peace and socialism would like to place 
their hopes" ("izbrannyye rechi i stat'i" [Selected Speeches and Articles], 1979, 
page 391). | 
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An indicative example of this was presented at the 26th CPSU Congress. At one time 
we proposed banning the development of the Trident fleet ballistic missiie system 
in the United States and a counterpart system in this country. This proposal was 
rejected. As a result, the Americans built the new "Ohio" submarine carrying 
Trident-1 missiles. But we also developed a similar system -- the Typhoon. 


At the conclusion of this seminar it is necessary to state that thanks to the suc- 
cesses of the socialist economy, daily concern by the Communist Party, and the 
heroic labor of our workers and kolkhoz farmers, scientists, engineers and tech- 
nicians, the Soviet Armed Forces are equipped with sophisticated weaponry and 

other military hardware, and are provided with everything needed for daily living, 
efficient combat training and performance of military duties. It is the patriotic 
duty of Soviet military personnel to respond to this care with selfless military 
labor. A high level of army and navy combat readiness is a reliable guarantee of 
successful accomplishment of the productive tasks of the llth Five-Year Plan in con- 
ditions of a firm peace. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


PRICE LIMITS FOR NEW TECHNICAL EQUIPMENT 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 8, Aug 81 pp 83-87 


/Article by S. Chukin, deputy chief of the Department of the Preparation of Produc- 
tion oi the ZIL Production Association, and A. Zelenkov, chief of a bureau of the 
Department of the Preparation of Production of the ZIL Production Association: 

"The Determination of the Price Limits for New Technical Equipment "/ 


/Text/ At the present stage of the development of the socialist economy the deter- 
mination of the economic feasibility of the development of new technical equipment 
is acquiring great importance. The mechanism of the economic substantiation of the 
development of new technical equipment, in which price limits play a primary role, 
is called upon to create a reliable barrier to the introduction of inefficient items 
and to interest the producer as much as possible in the increase of the technical 
and economic indicators of the ovtput and the decrease of the expenditures on its 
eroduction. 


They are an objective criterion of the economic feasibility of the devising of new 
techniccl equipment and an obligatory parameter for the engineering assignment on 
its develupment. The maximum permissible prices for new technical equipment with 
the prescribed technical and economic parameters, which ensure the reduction of the 
cost of the »roduction of the output as compared with the base output and which 
prompt the preducer to the minimum expenditures on its production, are understood 
as the price lixits. 


The practice of making calculations of the price limits shows that the prevailing 
method of their detemzination and coordination does not always make it possible to 
prevent the development anc ‘=tioduction of inefficient new technical equipment and 
does not stimulate the producer to economize as much as possible on the expendi- 
tures during its production. This is especia:ly typical in the case of the develop- 
ment and production of special standard unit equipment and automatic lines, which 
are intended for the equipment of large-series anc mass production. This, in our 
opinion, is due to several factors. 


First of all the lack of a method of determining the whclesale prices and price 
limits for the output of the machine tool building industr,. the need for the de- 
velopment of which was indicsted by the USSR State Committee rer Prices back in 
1977, has an effect. As a result, there are considerable differences of opinion 





For purposes of discussion. 
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between producers and consumers when coordinating the estimates of the price limits 
and incentive markups for efficiency on the wholesale prices of new equipment. 


The technological processes in large-series and mass production are characterized, 
as a rule, by a developed technology of the production of parts on the basis of 
highly productive automatic and mechanized flow lines, which are equipped w'th ma- 
chine tools of different productivity. The need to increase the production capaci- 
ties and the lack of an opportunity to replace the equipment for the entire techno- 
logical process of the production of a part require the installation of additional 
equipment, which is similar in design to the equipment being used and is intended 
for the elimination of bottlenecks. Its physical service life in most instances is 
the same as or shorter than the actual period of the output of a similar product on 
it. This creates the need to order standby machine tools. 


The existing system of the additional material stimulation of the developers of new 
technical equipment does not provide for incentives for the producers of backups of 
this technical equipment with design differences which do not influence the produc- 
tivity of the machine tool. At present, when the backlog of orders of the producer 
enterprise, as a rule, exceeds its production capacities, the developer, of course, 
selects first of all the most cost-efficient equipment, for example, complex multi- 
purpose machine tools with a wide range of technological potentials and a large set 
of diverse accessories and tools, which make it possible to machine a large list of 
parts which differ in design. Such machine tools are intended mainly for use in 
small-series production and custom types of production, which to the present have 
been furnished with single-operation general-purpose equipment, for example, screw- 
cutting lathes, drill presses, horizontal and vertical milling machines. It is ex- 
tremely difficult to place orders in due time for special equipment (which is simi- 
lar in design to the equipment being replaced), while in some instances it is im- — 
possible without violating the procedural instructions of the USSR State Committee 
for Prices. The client is left with one means of meeting the conditions of the 
fulfillment of the state plan on the output of his products--the increase of the 
price limit to the amount necessary for the receipt by the producer of a markup for 
efficiency. 


There exists, in our opinion, an incorrect interpretation of the concept "new tech- 
nical equipment." The models of new equipment, which are being developed, as is 
known, are intended not only for the replacement of obsolete technical equipment, 
which is being removed from production, bt also for other purposes, for example, 
the enlargement of the area of use when machining parts, which are similar in de- 
sign, of an already created group of equipment which is similar in design. In this 
case the new equipment, while retaining all the basic design attributes of the 
models being series produced, is distinguished from them by the existence of some 
assemblies and accessories, which do not ‘nfluence the basic technical and economic 
indicators of the given equipment. As an wxample it is possible to cite the verti- 
cal multispindle automatic lathes of models 1A240 and 1B240, horizontal and verti- 
cal broaching machines, standard unit machine tools of models A, AM and KhA, which 
have been put together from assemblies having a list wholesale price, and new 
models of the existing parametric series of presses for different purposes. 


The producer enterprises, as a rule, propose \:o group this equipment with the quali- 
tatively new technical equipment which is replacing the obsolete technical equip- 
ment. This ensures its receipt of a markup for efficiency, regardless of the tech- 
nical and economic indicators and the quality of the equipment being produced, 








since in the economic substantiation it is not a model of similar design, which is 
being manufactured by the producer, but general-purpose or obsolete equipment that 
is taken as the base version. For example, the above~indicated automatic lathes, 
which have been produced for many years, are compared with model 16K20 screw- 
cutting lathes, which are not being used in large-series and mass production, while 
the standard unit machine tools with the indices A, AM and Kha are compared with 
the general-purpose drill presses of models 2N135 and 2N150, which were replaced 
at ZIL more than 20 years ago by previously produced standard unit machine tools. 
Such an approach leads to the artificial overstatement of the actual increase of 
the productivity of the equipment, which creates imaginary cost effectiveness, 
ensures the receipt in all instances of the maximum markup for efficiency and, of 
course, does not stimulate the producer to increase the technical and economic in- 
dicators of existing items and to develop fundamentally new items. 


The question of the legitimacy of the comparison of equipment, which is intended 

for the equipment of fundamentally different technological processes, of which the 
obtaining of identical finished parts is the result, awaits its solution. A uni- 
form procedural approach when determining the price limits for such equipment is 
especially necessary for the ZIL Production Association, at which an extensive set 
of measures on the development of low-waste technological processes of the produc- 
tion of parts is being implemented. These technological processes will be furnished 
primarily with highly productive special equipment, which is being developed for 

the first time in the USSR. 


The engineering design level of the technical equipment being designed with respect 
to foreign analogues is not being taken into account in the determination of its 
price limit, which is based on a comparison with existing domestic technological 
processes. As a result data, which indicate a great efficiency of the models being 
developed, may be obtained, in spite of the fact that they actually have lower 
technical and economic indicators. As an example it is possible to cite the cal- 
culation of the price limit and the annual economic impact of a special machine 
tool for power grinding, which was proposed by the producer enterprise. The tech- 
nological process of preliminary turning with subsequent final grinding was taken 
as the base version. According to the estimate, the amount of the annual economic 
impact was 21,223 rubles, which guarantees the producer the receipt of a markup for 
efficiency. At the same time a machine tool of similar design of the Yugoslav firm 
Kikinda with an increase of the cost by 5 percent has a productivity which is 

20 percent higher than the model being developed. 


From the cited example it is evident that such a procedure of determining the cost 
effectiveness does not stimulate producers to develop advanced models of equipment 
which are at the level of the best world models. In our opinion, the price limit 
for such equipment can be calculated on the basis of the consolidated standards of 
the material and labor expenditures of the producer, and the annual economic impact 
is not taken into account, while the markup for efficiency should be granted only 
in the case of the improvement of the technical and economic indicators of the 
equipment being developed as compared with the foreign analogue in accordance with 
a special system of evaluation indicators. 


Another version of the solution of the problem is the making of the calculations of 
the price limits and the annual economic impact according to the main formulas being 
used at this time, taking as the base version the foreign analogue, the wholesale 
price of which is specified by the producer enterprise for the conditions of 
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domestic production by the expert means with the use of mathematical economics 
methods of consolidated calculations (the aggregate method, the structural analogy 
method and so on). This, of course, will complicate the process of coordinating 
the engineering assignment, but will prevent the development of obsolete products. 


In our opinion, the method used by producers for calculating the productivity of 
new equipment according to standard representatives of the parts being machined is 
debatable, When selecting a standard representative the developers, as a whole, 
do not stipulate the proportion of this technological design group of parts in the 
total volume of output being produced on the new equipment. At a result the ob- 
tained values of the price limit and the annual economic impact in most instances 
are overstated, since the parts which are most efficient for this type of machin- 
ing are selected as standard representatives. The productivity of the model 
1736Ts hydraulic coping lathe, which is intended for simultaneous two-sided counter 
copying, was determined in this way. The increase of productivity as compared 
with the series-produced base one-sided lathe of model 1B732 according to the cal- 
culations was 74 percent. 


However, in the case of the series output of these lathes on the scale of the na- 
tional economy it will not be achieved, since the proportion of representative 
parts, which ensure the maximum efficiency in the case of counter copying, is com- 
paratively small in the total amount of parts produced on this equipment. In our 
opinion, when making the technical and economic substantiation of a new multipur- 
pose model it is necessary totake into account all the technological design groups 
of parts, the machining of which is possible on this equipment. It seems expedient 
to make the calculation for two--the most and the least profitable--standard repre- 
sentatives with the determination of the average increase of productivity of the 
new machine tool. 


A method has also not been elaborated for the making of an economic substantiation 
of the development of equipment, which is intended for the replacement of long-used, 
worn out domestic and foreign equipment, the further increase of the productivity 
of which is technically difficult. As a result, a negligible increase of the pro- 
ductivity in case of its replacement with modern domestic machine tools does not 
guarantee the producer the receipt of a markup for efficiency due to their higher 
cost. The adjustment of the wholesale price of the base equipment to the present 
level of expenditures on production may be a way out of the formed situation. How- 
ever, the client does not have such data and therefore cannot independently adjust 
qualitatively the wholesale prices of the base machine tools. 


The analysis of the calculations made in recent years of the price limits and mark- 
ups for efficiency with allowance made for the peculiarities of pricing makes it 
possible to propose a classification of all types of equipment, which consists of 
six main groups. 


1. Equipment, which is intended for the replacement of obsolete models of similar 
design and which has as compared with it higher technical and economic indicators. 
The price limit and annual economic impact are determined according to the formulas: 
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where Bj and B) are the annual volumes of output, which are produced respectively 
by means of. a unit of the new and the base means of labor; 


T2 and T; are the service lives up to the first major overhaul respectively of the 
new and the base means of labor; 


E, is the standard coefficient of efficiency, which is equal to 0,15; 


H2 and HM, are the annual operating costs of the user when he uses respectively the 
new and the base means of labor in terms of the volume of output produced by means 
of the new means of labor. They are determined without consideration of the amor- 
tization deductions from the cost of the new and the base means of labor; 


P,; and Pj are the proportions of the deductions from the balance sheet cost for the 
complete replacement (renovation) of the base and the new means of labor. They 

are defined as the inverses of the service lives of labor up to the first major 
overhaul; 


Wy, and My are the annual operating costs of the user when he uses respectively the 
base and the new means of labor in terms of the volume of output produced by means 
of the new means of labor. Only the portion of the amortization, which is intended 
‘for the capital repair of the means of labor, as well as the amortization deductions 
with respect to the associated capital investments of the user are taken into account 
in these costs; 


K; and Ko are the associated capital investments of the user when using the base and 
the new means of labor in terms of the volume of output produced by means of the 
new means of labor. 


The best equipment of the equipment assimilated by domestic industry, which has been 
developed in the USSR or is produced on the basis of a purchased license, is taken 
as the base version. If several years have passed since the start of production, 
its wholesale price should be adjusted to the present level of the expenditures on 
production. 


The amount of the markup for efficiency is established on the basis of a scale which 
has been approved by the USSR State Committee for Prices, on the basis of the ratio: 


or 





On 


where 3, is the annual economic impact for the service life of the machine tool; 
Uu.n is the lower limit of the wholesale price, 


2. Equipment, which is similar in design to the equipment being used and is being 
ordered for the increase of the production capacities and the machining of new 
type sizes of parts on the condition of the invariability of the productivity of 
the equipment being developed with respect to the equipment being replaced. The 
price limit is calculated according to the formula: 
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Uy = Uo +AC(1 +P), 


where Il, is the price approved by the price list or the contract price of the base 
basic model; 


SC is the expenditures on special adjustment and the additional expenditures for 
assemblies and accessories, which are installed at the request of the client. They 
are determined on the basis of the standards of material and labor expenditures of 
the producer enterprise; 


P is the standard of profitability, which has been established for this type of 
equipment. 


Calculations of the annual economic impact and the markup for efficiency are not 
made for this group of equipment. 


3. Special equipment with the basic technical and economic indicators, which deter- 
mine the efficiency and are identical to the base equipment, which is ordered for 
the replacement of worn out equipment of similar design, which has been in opera- 
tion for a long time. The price limit is determined according to the formula: 


Uy = Ug = (1 +Kyts), 
where Ug is the wholesale price of the equipment being replaced; 


Ky is the coefficient of the average annual increase of the level of expenditures 
of the producer enterprise on production; 


t, is the number of years, which separates the start of the series production of 
the base equipment from the planned start of the production of the new equipment. 


Calculations of the annual economic impact and the markup for efficiency are not 
made for this group of equipment. 


4. Equipment, which is a development of a specific parametric type of existing 
equipment, increases its technological potentials and is intended for the equip- 
ment of new technological processes. The price limit is calculated according to 
the formula: 


Un = (1+P’)C'n, 


where C’, is the estimated cost of the production of the equipment being developed, 
which is determined on the basis of mathematical economics methods, such as the 
methods of multiple and paired correlation, the aggregate and point method, the 
method of proportionate indicators and the structural analogy method; 


P” is the standard of profitability, which is taken on the basis of the require- 
ment of the reduction of expenditures when changing over to series production; it 
is equal to 0.8 of the standard established for this type of equipment. 


The annual economic impact and the markups for efficiency are determined if the al- 
ready developed and assimilated models of equipment of this parametric series were 





at one time grouped with highly efficient products and the amount of the markup for 
efficiency was determined for them. The calculation is made on the basis of the 
‘ ratio which was composed for this parametri? series of equipment: 





where K, is the coefficient of efficiency of the given parametric series; 


3, is the annual economic impact, which was determined for the representative of 
this parametric series of equipment, which has been assimilated by industry (here 
the impact is calculated with respect to a model, the service life of which before 
the first major overhaul has not elapsed by the time of the calculation). This con- 
dition prevents, in our opinion, the possibility of the selection of obsolete tech- 
nical equipment for the base version; 


Ilo is the approved list or contract wholesale price of the representative of this 
parametric series, which has been assimilated by industry. 


For equipment being designed the annual economic impact is determined according to 
the formula: 


Ir * Kolly, 


where Ks is the coefficient of efficiency of the parametric series, which is deter- 
mined on the basis of the calculations for the representative of the parametric 
series, which has already been assimilated by industry; 


Il is the wholesale price of the equipment being developed. 


The estimated wholesale price of the equipment being developed is determined on the 
basis of the analysis of the dependence of the wholesale prices of assimilated 
models on the value of their basic technical and economic indicators, which has 
formed for this parametric series. After studying the dynamics of the change of 
the technical and economic indicators of the equipment and their prices by means of 
mathematical economics methods (for example, correlation analysis), it is possible 
to calculate the amount of the estimated wholesale price with an accuracy adequate 
for a preliminary estimate. 


5. Equipment being assimilated in the USSR for the first time, which does not have 
domestic design analogues. If the equipment being developed exceeds with respect 
to its main technical and economic indicators the best foreign design analogues, 
the price limit, the annual economic impact and the markups for efficiency are cal- 
culated according to formulas (1) and (2). Here, in our opinion, the foreign ana- 
logue, the wholesale price of which is determined by expert means on the basis of 
the conditions of domestic production, can be used as the base version. If the 
main technical and economic indicators of the equipment being developed are lower 
than the indicators of the foreign design analogue, calculations of the annual eco- 
nomic impact and the markups for efficiency are not made. The price limit is de- 
termined according to the formula: 


Uy = Cy(1 +P’), 
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where Cy is the estimated cost of production, which is determined on the basis of 
the consolidated standards of the material and labor expenditures of the producer 
enterprise; 


P’ is the standard of profitability, which is equal to 0.8 of the standard estab- 
lished for the given type of equipment. 


6. Fundamentally new equipment, which is being assimilated for the first time in 
world machine building and does not have domestic or foreign analogues. The calcula- 
tions of the price limit, the annual economic impact and the markups for efficiency 
are made according to formulas (1) and (2), in which the best existing technological 
process, which ensures the obtaining of parts with the prescribed characteristics 
with the minimum adjusted expenditures, is used as the base version. If the new 
equipment ensures the obtaining of parts with improved qualitative indicators, which 
cannot be achieved when using known means of labor, the expenditures in accordance 
with the base version are adjusted by the amount, which is necessary for their 
achievement and is determined by expert means. An adjistment is made only when the 
increase of the qualitative indicators is dictated by national economic interests. 


In conformity with the cited classification the condition of the feasibility of the 
development of new equipment should also be altered slightly. At present such a 
condition, as is known, is the satisfaction of the ratio: 


Un 
0.8(Uy.n + 30.H 





) > 1.15, 


where Ily.n is the lower limit of the price, which is determined according to the 
formula: 


Un.n = Cy (1 + P); 


3o.H is the planned (according to the estimate) expenditures of the producer enter- 
prises, which are connected with the preparation and assimilation of the series 
production of the new iten. 


It seems advisable to retain this condition only for the first group of equipment, 
since the development and production of other groups of equipment are dictated not 
only by the economic, but also the production, defense, social and other interests 
of the national economy. For these groups, in our opinion, the ratio Iy)=Uy,n 
‘should be permitted. If in the economic substmtiation of the development of the 
most important equipment, from the point of view of national economic interests, 
the value of the price limit turns out to be less than the estimated wholesale 
price, that is, U,<Uy.n, the decision on its development and production is made by 
agreement between the ministries of the client and the producer. 


In the case of the emergence of differences between the clients and the producers 
on the classification of equipment, the choice of the base version when making 

the technical and economic calculations, as well as on the feasibility of the de- 
velopment of a new type of equipment, the question should be referred to the USSR 
State Committee for Prices. The organizational aspect of the making of the techni- 
cal and economic substantiation of the development of new technical equipment is 
also of considerable importance. According to the existing statute the calculation 
of the price limit is entrusted to the buyer of the new product. The producer 
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enterprises do not have the right to accept engineering assignments for the devel- 
opment of new equipment without an idea of the price limits. At the same time the 
buyer of the new technical equipment, particularly equipment, does not have detailed 
information on the latest achievements of domestic and, what is especially impor- 
tant, foreign machine building, and he does not have available standard reference 
material with respect to the producer plants. In this connection the buyer cannot 
make a high quality calculation of the price limit and substantiate its amount for 
the producer. 


For the elimination of the indicated shortcomings, in our opinion, it is necessary 
to assign the making of the calculations of price limits to the developer of the 
new equipment. The calculations made by the producer of the price limit, the an- 
nual economic impact and the estimated amount of the markups for efficiency (with 
the obligatory attachment of the substantiation of the group, with which the equip- 
ment being developed is being grouped, the consolidated estimated costing of pro- 
duction, data on the average annual increase of the cost of the output of products, 
data with respect to the technical and economic indicators of foreign design ana- 
logues) are submitted by the producer enterprise to the buyer for approval. The 
adjusted and agreed on calculations are approved by both parties. 


Before turning over to the developer the function of formulating the price limits, 
in our opinion, it is expedient to obligate him to issue the reference data with 
respect to the base analogue vith the detailed breakdown of their main technologi- 
cal indicators and the adjusted cost of production before the start of the produc- 
tion of the new model. 


If there are no opportunities for the timely placement of orders in the full amount 
for new equipment, the calculation of the price limit is often made formally by the 
buyer and is adjusted upward at the request of the producer plant. 
COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovoye khozyaystvo", 1981 
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REGIONAL DEVELOPMENT 


LOCAL SOVIETS AND ENTERPRISE PLANS 
Moscow KHOZYAYSTVO I PRAVO in Russian No 9, 1981 pp 8-14 


[Article by A. Tatarkin, Dean of the School of Legal Service in the National 
Economy, Sverdlovsk Law Institute, assistant professor, under the rubric "Improving 
the Economic Mechanism") 


[Text] The successful fulfillment of the broad program of the economic and social 
development of Soviet society during the Eleventh Five-Year Plan and the subse- 
quent years would be inconceivable without the further increase of the role 

played by the local soviets of people's deputies in the administration of economic 
building on the territories subordinate to them. "Much that is interesting and 
new," Comrade L. I. Brezhnev said, delivering the Report of the CPSU Central Com- 
mittee to the 26th CPSU Congress, “has appeared in the activities of the local 
soviets. Without reducing the attention devoted to questions of local management, 
and of serving the public, they have been making an increasingly large contribution 
to the guaranteeing ot the comprehensive nature of economic and social development. 
In an increasingly active manner the soviets have been coordinating and monitoring 
the work performed by the enterprises and organizations situated on their terri- 
tory. Comrades, this is very important. Therefore the CPSU Central Committee 

is taking all steps to maintain specifically this directedness in the activities 
‘of the local soviets." In the development of this principle, the Basic Directions in 
the Economic and Social Development of the USSR in 1981-1985 and for the Period 
Until 1990 provide for a considerable expansion in the opportunities provided to 
the local soviets in participating in the preparation of plans by enterprises and 
in the monitoring of their execution. "They have been called upon," the Basic Direc- 
tions emphasize, "to intensify their effect upon the development of social pro- 
duction, and to devote more attention to increasing the production of commodities 
for the public, and to the development of public education, public health, housing 
and social-culture construction, trade, everyday services, and public nutrition." 
And we can see how the soviets’ functions are being enriched, how thetr legal 
status, and the forms and methods of their activities, are being improved. Testi- 
mony of this is the recent adoption by the CPSU Central Committee, the Presidium 
of the USSR Supreme Soviet, and the USSR Council of Ministers, of the decree en- 
titled "The Further Increase in the Role Played by the Soviets of People's 
Deputies in Economic Building" (IZVESTIYA, 28 March 1981), according to which the 
local soviets in an increasingly active and decisive manner, on the basis of the 
constitutional rights granted to them, coordinate and monitor the work performed 
by the enterprises and organizations situated on their territory. 


~~ - 


A definite amount of experience in this direction has also been accumulated in 
the activities of the soviets in Sverdlovskaya Oblast, a positive evaluation of 
which was provided, during the confirmation of the Law entitled "The Basic Powers 
of the People's Deputies in the Autonomous Oblasts and Autonomous Okrugs,” by 
Candidate Member of the Politburo of the CPSU Central Committee, First Deputy 
Chairman of the Presidium of the USSR Supreme Soviet V. V. Kuznetsov. 


The everyday work practice of the local soviets in Sverdlovskaya Oblast enables one 
to speak of three trends in those activities, which in one form or another have 
currently been consolidated in Articles 6 and 9 of the Law that was passed last 
year, entitled "The Basic Powers of the Kray and Oblast Soviets of People's Depu- 
ties, the Oblast Soviets of People's Deputies, the Soviets of People's Deputies of 
the Autonomous Oblasts and Autonomous Okrugs," as well as tn a number of articles 
in the Law "The City and Urban Rayon Soviet of People's Deputies in the RSFSR." 


The first trend is linked with coordinating, for purpose of the efficfent use of 
labor, natural, material, and financial resources, the five-year plans for the 
economic and social development of enterprises and associations with the rayon, 
city, and Sverdlovskaya Oblast soviets of people's deputies. Thus, in conformity 
with the decree issued by the bureau of the Sverdlovskaya Oblast CPSU Committee, 
entitled "The Elaboration of the Draft Version of the Long-Range Comprehensive 
Plan for the Development of the National Economy of Sverdlovskaya Oblast for the 
Period Until 1990," when preparing the plans for the Tenth Five-Year Plan the 
enterprises and associations in the oblast coordinated their future activities 
with the local soviets with regard to such indicators as the number of personnel 
in industrial production; the dynamics characterizing the growth of labor produc- 
tivity; the extent of profit; the production of commodities intended for social, 
recreational, cultural, and educational purposes; the share of output with a 
higher category of quality in the overall volume of production; the economizing 
of metals and fuel and energy resources; and the volume of construction and 
installation operations by the individual years in the five-year plan. It is 
important to emphasize that the local soviets also had the opportunity to reflect 
more completely in the plans being elaborated the needs and requirements of their 
own administrative rayons, to direct the enterprises and associations toward the 
comprehensive development of the technical production base in the particular 
region, with the simultaneous resolution of the questions of building and expanding 
the existing repair and other interbranch production entities, and to carry out 
uniform social and political-educational work on the territory of the oblast. For 
example, the Sverdlovsk Executive Committee of the city soviet proposed changing 
the initial figures for the Tenth Five-Year Plan for Uralmashzavod and the 
Pnevmostroymashina Plant, both with respect to the number of personnel in industri- 
al production and with respect to the increase in labor productivity. Giving 
complete substantiation for its recommendations, the city executive committee 
achieved from the appropriate ministries the approval for those enterprises of 
control figures which took into consideration to the most complete extent the 
interests of the city and oblast. 


That work was also continued during the drawing up of the plans for the economic 
and social development of the associations and enterprises during the Eleventh Five- 
Year Plan and for the period until 1990. The executive committee of the oblast 
soviet was guided at such time by Articles 6 and 9 of the previously mentioned 

Law Governing the Kray and Oblast Soviets, as well as by the decisions of the RSFSR 
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and USSR Gosplans, which approved (in 1974-1976) the practice of the Sverdlovskaya 
Oblast Executive Committee and the Oblast Planning Commission, of coordinating 
and adjusting the enterprise and association plans for 1976-1980 and for the 
period until 1990. (Qurrently those legal documents have been augmented also by 
the previously mentioned decree of the CPSU Central Committee, the Presidium of 
the USSR Supreme Soviet, and the USSR Council of Ministers, entitled "The 

Further Increase in the Role Played by the Soviets of People's Deputies in 
Economic Building," which imputed to the local agencies of authority the duty of 
monitoring the use of labor resources. 


Factors which became new and fundamentally important ones in coordinating the plans 
for the Eleventh Five-Year Plan are: the more rigid monitoring of the number of 
personnel in industrial production and the replacement of manual labor by mechan- 
ized; the expansion of the production of commodities intended for social, recrea- 
tional, cultural, and educational purposes; the increase in the effectiveness 

of capital construction; and the comprehensive use of natural resources and the 
protection of the environment. 

As a result, for every enterprise and association there has been a substantial 
change in the initial figures in the draft versions of the plans for the Eleventh 
Five-Year Plan, and, along with those figures, there have also been changes as 

a whole for the city of Sverdlovsk and the oblast. Thus, whereas the enterprises 
and associations originally prepared recommendations for increasing, during the 
Eleventh Five-Year Plan, the production of commodities for social, recreational, 
cultural, and educational purposes by a factor of 1.34, and it was planned to 
increase the percentage of output with a higher category of quality in the overall 
volume of production to 22 percent by 1985, after the coordination of the initial 
drafts the former indicator rose to a factor of 1.43 and the latter to 24 percent. 


The city executive committee and the Sverdlovskaya Oblast Executive Committee 
devoted special attention, when elaborating the plans for the Eleventh Five-Year 
Plan, to limiting the number of workers. And that was economically correct, inas- 
much as, under conditions of a shortage of labor resources, the efficient use 

of the available personnel considerably alleviates that problem of nationwide 
importance. 


The initial drafts for the enterprise and association plans for the Eleventh 
Five-Year Plan stipulated an increase in personnel by more than 15,000 persons, 
and the oblast executive committee, jointly with the city executive committee, 
had to carry out the most careful comparison of the proposed plan drafts with 
the capabilities for using the able-bodied population in the oblast and the city. 
An analysis pointed out that it was necessary to adjust, in the direction of 
lowering, the number of personnel in industrial production for the Ural'skiy 
Turbomotornyy Zavod im. K. Ye. Voroshilova and Uralelektrotyazimash Associations; 
for the Nizhniy Tagil Metallurgical Combine imeni V. I. Lenin; the Irbit Motor- 
cycle Plant; in construction; and also at certain enterprises and organizations 
of the nonproduction sphere. At one-third of the enterprises and associations 
in the city of Sverdlovsk, the number of workers during the Eleventh Five-Year Plan 
will be reduced by achieving an improvement in their use and by increasing labor 
productivity, and it is planned to increase by another third the production of 
output without increasing the number of workers. And at only the remaining 


one-third of the enterprises and associations in the city it is planned to 
increase the volume of production of output with a slight increase in the 
number of personnel. 


Obviously, this can be achieved by revealing and using reserves of labor and pro- 
duction. And the workers in Sverdlovskaya Oblast are using this capability 
broadly and universally. In the socialist pledges for the first year of the 
Eleventh Five-Year Plan which were taken at meetings of the party and economic 
activitists, provision is made for extending universally the initiative of the 
"Orel continuous operation," the advanced brigades of construction and installation 
workers in Sverdlovskaya Oblast -- "Let's complete the five-year assignment with 
fewer people” -- as well as the experience of the collective at the Uralmash 
Production Association in increasing the volumes of production of output without 
any additional hiring of workers. The pledges also contain the following point: 
“overfulfillment by 10 percent in the annual assignment for increase in labor 
productivity, thus obtaining practically the entire increase in the volumes of 
production." It has also been resolved to make broader use of progressive forms 
of organizing labor and providing incentives for it at enterprises and associa- 
tions. In particularly, the progressive brigade-type forms of organization of 
labor are supposed to extend to 48 percent of the workers; this will make it 
possible to free 1500 persons for newly created production entities. There will 
also be a target program for reducing the share of manual labor by means of com- 
prehensive mechanization and automation of the production processes, the use of 
means of minor mechanization, etc. This will make it possible, during 1981 alone, 
to free more than 5000 workers, whom it is planned to use at newly activated 
entities in Sverdlovsk, Nizhniy Tagil, Verkhnyaya Pyshma, Berezovsk, etc. 


The proposals and comments of the local soviets in the oblasts, as a rule, 

were approved by the union ministries and the RSFSR and USSR Gosplans, and the 

most important questions pertaining to the socioeconomic development of the 
enterprises and associations in the oblast found expression in the decisions issued 
by the directive agencies, in which provision has been made for the development 

of Uralkhimmashzavod and the Irbit Motorcycle Plant, the Sverdlovsk Worsted 
Combine, and the Uralobuv' Production Association. 


The second trend in the activities of the local soviets in Sverdlovskaya Oblast 

is linked .ith the coordination of the social sections of the enterprise and 
association five-year plans with the plans for the social development of the ter- 
ritory that is subordinate to the soviet. This form of activity of the local 
soviets is directly stipulated by the Law Governing the Kray and Oblast Soviets, 
where Article 6 states, ". . .The soviet of people's deputies, within the confines 
of its powers, provides for the comprehensive economic and social development on 
its territory. . .," and also by the decree issued by the party and government, 
entitled "The Further Increase in the Role Played by the Soviets of People's 
Deputies in Economic Building." The specific questions for which the local 
soviets coordinate the social sections of the enterprise and association plans 
with the territorial plans, according to the indicated Law and the Basic Directions 
in the Economic and Social Development of the USSR in 1981-1985 and for the Period 
Until 1990, include: 


-- the improvement of the network of enterprises and institutions of trade, public 
nutrition, municipal and everyday services (stores, dining halls, bath houses, 
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drug stores, barbershops, tailor shops, household appliance repair shops, etc.) 
in places where industrial enterprises and associations are located; 


-- the development of a network of preschool institutions for workers residing 
in the particular rayon or city; 


-- the providing of improved transportation services of all types for workers 
at enterprises, associations, and institutions; 


-- the expansion of means of communication in the workers’ settlement, rayon, 
city, etc. 


The consolidated long-range plans for enterprises and association -- both the 
five-year plans and the plans intended for a more prolonged period -- exert a 
tangible influence upon the formation of the long-range territorial social program 
for development, since the city and rayon executive committees of the soviets 
strive for inclusion in the sncial sections of the enterprise plans, in addition 
to purely plant (internal) questions, many other questions pertaining to the 
social development of the inhabited points that are subordinate to them. Thus, 

as a result of the refining of the draft plan with the Sverdlovsk City Executive 
Committee, the Uralmash Production Association activated, by means of its own 
sources, a ride-on shuttle-type trolleybus line, and built during the past two 
years alone more than 150,000 square meters of housing and a trade center. In 
1981-1985 the association 4g supposed to turn over approximately 450,000 

square meters of housing, and children’s combines with accommodations for 2540 
children, a Culture House, a market, a lying-in hospital and polyclinic. Much 

will also have to be done by the people at Uralmash to develop the subsidiary 
plots. For example, on the initiative of the CPSU Oblast Committee and the oblast 
executive committee, Uralmash proposes activating, during the five-year period, 

a pig-fattening complex with a capacity of 7550 quintals of pork a year; a complex 
for production of 1200 quintals of beef and 1200 quintals of milk annually; a 
hothouse combine with an area of 3 hectares; etc. 


A second example is the Nizhniy Tagil Metallurgical Combine. There, on the initia- 
tive of the Nizhniy Tagil City Committee of the CPSU and the city executive commit- 
tee, which initiative was approved by USSR Gosplan and coordinated with USSR 
Minchermet, provision is made in the plan for the Eleventh Five-Year Plan for 

the construction of hydraulic structures at the Verkhnevinskoye Reservoir and the 
modernization of the Ushkovskiy Canal and the Chernoistorhinskiy Hydraulic and 
Hydroelectric Complex. The combine has also assumed the responsibility of 
improving the embankment, and will take part in the construction of streetcar 

lines and in the remodeling of the city's water-main and sewer networks. By 1990, 
it is planned to complete, by means of the combine's efforts, the construction 

and complete improvement of a workers’ settlement designed to house 40,000 persons, 
with a stadium, library, dining halls, laundries, everyday-service combines, 
polyciinic, and drug store. 


Thus, the expansion of the rights extended to the local soviets in conformity 
with the laws governing the local soviets makes it possible, ir addition to the 
successful resolution of purely production tasks, to achieve a noticeable improve- 
ment in the social appearance of the cities and rayons by involving all the 
enterprises and associations situated on the soviet's territory. Other experience 
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that is telling in this regard is that of the Syrsert' City Soviet of People's 
Deputies. Thanks to the coordination of the plans for the social development of 
the Uralgidromash Association and other enterprises in the city and rayon, it 
became possible to more than double during the five-year period the degree to 
which the housing fund is provided with water mains, gas, and other municipal 
services. As a result, by 1990 the completely equipped housing fund in the 
cities of Sysert' and Aramil' is supposed to be more than 70 percent, and in 
rural localities approximately 60 percent, and during the same period of time 
the volume of municipal services will grow in the indicated cities by a factor 
of 2.5, and in the adjacent rural localities, by a factor of more than 6. 


The trend which, in our opinion, is an extremely promising one is the third trend 
in the activities of the soviets in Sverdlovskaya Oblast, which is linked with 
mobilizing the enterprise and association means and resources that are intended 

for the social development of the collectives. This measure was brought about, 

in particular, by such causes as the dissipation of construction capacities and 
resources. In Sverdlovskaya Oblast, for example, housing construction is carried 
out by 235 construction subdivisions belonging to more than 50 ministries and de- 
partments. Secondly, many small-scale and medium-sized enterprises are unable 
independently (even if financial means are available) to resolve major social 

tasks with the proper effectiveness. The large volumes of uncompleted construction 
are explained frequently by specifically the fact that the enterprises and associ- 
ations lack sufficient financial, labor, and other resources for completing the 
construction. As has been indicated by practical life, sometimes these difficul- 
ties are even experienced by such large-scale associations as Ural'skiy Turbo- 
motornyy zavod im. K. Ye. Voroshilova, Uralelektrotyazhmash, and Uralkhimmash, when 
building housing and other social and cultural structures by the in-house method. 
These difficulties are very varied: there are no sufficient financial limits for 
bricks and other building materials; the material base of the construction subdi- 
visions is weak; there is a shortage of highly skilled specialists; the construc- 
tion-planning documentation is not prepared promptly; etc. And as a consequence of 
these difficulties there are excessive above-norm volumes of uncompleted production 
at enterprises and associations in the city and oblast. This is precisely the 
circumstance that was pointed out by V. I. Lenin when he wrote that "the lack, 
locally, of any coordinated work by various departments is one of the major evils 
that hamper economic construction" (V. I. Lenin, Poln. sobr. soch. [Complete 
Collected Works], Vol 43, p 278). 


Certain managers see a way out of this situation in the creation, under any pre- 
texts, of “intraplant" construction subdivisions, as a result of which there is 

an increase in the cost of the structures being erected, and an inefficient use 

of the material, labor, and financial resources of society. At the 26th CPSU 
Congress Comrade L. I. Brezhnev said, "Comrades, we are currently capable of 
resolving the largest and most complicated tasks. But what is becoming the pivot 
of our economic policy is something that would appear to be a simple, very ordinary 
matter -- an economical attitude toward public property, the ability to make 
complete, purposeful use of everything that we have. That is where the initiative 
of the labor collectives, and mass party work, should be directed. That is where 
the technical policy, the capital-investments policy, and the system of planning 
and reporting indicators" should be directed." It is completely natural that the 
question arises: what, then, is the way out of the situation that has been 
created? 
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The way that, in our opinion, is the most reliable and economically most desirable 
one is the centralization of means and resources intended for the social develop- 
ment of the collectives, by city (rayon) executive committees, for purposes of 
carrying out a uniform social policy and making effective use of public funds. 

A definite amount of experience has already been accumulated in this regard, 
particularly by the local soviets in Sverdlovskaya Oblast. For example, an 

oblast housing-repair association has been created under the Sverdlovskaya Oblast 
Executive Committee and it is functioning successfully. That association deals 
with questions involving the operation and renovation of state housing on an 
oblast-wide scale. The centralization of the enterprise and association means for 
housing and municipal construction and the development of public health, educa- 
tion, culture, and transportation service has already been the practice for several 
years at the executive committee of the Nizhniy Tagil City Soviet of People's Depu- 
ties. On the initiative of the city's party and soviet agencies, which was approved 
by RSFSR Gosplan and coordinated with the appropriate branch ministries, the city 
executive committee concentrated the means intended for the construction of non- 
production structures in 1975-1990 by the metallurgical combine, Uralvagonzavod, 
and the plastics plant, thus guaranteeing more than 67 percent of the total invest- 
ments in the nonproduction sphere of the city management. As a result of this 

kind of centralization of means, in Nizhniy Tagil during the years of the Tenth 
Five-Year Plan there was a noticeable improvement of the transportation and 
municipal services provided to the workers: a Sports Palace, several Houses of 
Culture and movie theaters, a polyclinic, and a drug store were built; the city's 
hospital was repaired and modernized; the activation of housing built on princi- 
ples of shared participation was accelerated, and its quality was improved; and 
there was a considerable improvement in the architectural design of the housing 
areas and the degree to which they were provided with schools, polyclinics, drug 
stores, and everyday-services institutions. This practice in the use of public 
funds was approved by the Sverdlovskaya Oblast Executive Committee, which 
recommended to the city and rayon soviets that they study the existing experience 
in this regard and make more active use of it for developing the enterprises in 

the nonproduction sphere on the territory of their soviets. 


The Sverdlovsk City Executive Committee of the Soviet of People's Deputies also 
has made it a practice for a long time to make centralized use of funds and re- 
sources for social-cultural and housing construction. And, as a result, there has 
been a 15-17 percent reduction in the construction time; the quality of construc- 
tion has improved; the architectural appearance of the new housirg areas has 
improved; and the dissipation of funds and resources in a large number of "dwarf" 
structures has been overcome. During the last two years of the past five-year 
plan alone, there was a reduction of 21 percent in the amount of uncompleted 
housing construction in the city. The executive committee allocated apartments 
for the enterprise and association workers in proportion to the invested funds. 
For example, during the Tenth Five-Year Plan the Ural'skiy Turbomotornyy Zavod 
Association transferred to the city executive committee 7.06 million rubles and 
received 25,500 square meters of housing. The -ost of one squere meter of housing 
space in this instance is 15-20 percent lower than the housing constructed by the 
in-house method. 


After summarizing the experience that had been accumulated, the Sverdlovsk City 
Executive Committee in May 1980 adopted the decision to expand during the 
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Eleventh Five-Year Plan the sphere of use of the shared funds of associations and 
enterprises. At the present time this is the method that is being recommended 

for the remodeling of the city hospital, the construction of a tuberculosis 
dispensary and several polyclinics, and the carrying out of shared participation 
of the enterprises and associations in the laying of sewer pipes and heat networks, 
the protection of the environment, and the organizing of centralized fire-fighting 
service, and in improving the transportation services provided to the city's 
population. For these purposes alone, in 1981 the Ural'’skiy Turbomotornyy Zavod 
Association transferred more than 3 million rubles to the city executive committee. 


The principle of the shared participation of the enterprises and associations in 
the development of housing and municipal construction, the protection of the air 
and water environment, and the construction of structures intended for social and 
cultural purposes is stated in paragraph 7 of Article 11 of the Law Governing the 
Basic Powers of Kray and Oblast Soviets, where it is stated that the soviet, "with 
the consent of the enterprises, institutions, organizations, kolkhozes, and 
sovkhozes, resolves questions pertaining to the joint use of their funds that 

are allocated for housing, municipal, and road construction, and for the con- 
struction of institutions of education, culture, public health, physical culture 
and sport, social security, enterprises of trade and public nutrition, and every- 
day services, as well as questions pertaining to the unification of those funds, 
and determines the customer for those types of construction.” But this principle 
pertains only to enterprises, institutions, and organizations of local subordina- 
tion. The life and prac.ice of the work performed by the soviets indicate the 
necessity of concentrating the funds for these purposes also at enterprises, 
institutions, and organizations of higher subordination, which are situated on 

the territory of the particular soviet. One would think that this principle 
deserves to keep its validity, but should be appropriately legalized. Specific 
practical steps have already been taken in this direction: provision has been 

made for the appropriation of funds for the city executive committee for the 
Eleventh Five-Year Plan (with a breakdown of those funds by individual years) from 
the enterprises and associations of higher subordination which are situated on 

the territory of Sverdlovsk, for the joint financing of social-cultural and housing 
construction, the protection of the environment, the improvement of transportation 
services, etc. The General Secretary of our party, L. I. Brezhnev, pointed 

out the desirability of such measures in his speech at the 26th CPSU Congress, 
when he emphasized that the CPSU Central Committee provides all kinds of support 
for this trend in the activities of the soviets, which is linked with the improve- 
ment of the nature of the economic and social development of the enterprises and 
organizations that are situated on their territory. Currently this principle 

has been consolidated in the decree of the CPSU Central Committee, the Presidium 
of the USSR Supreme Soviet, and the USSR Council of Ministers, entitled "The 
Further Increase in the Role Played by the Soviets of People’s Deputies in 
Economic Building." 


The erection of these structures, their repair and remodeling, as well as the 
planning of their placement, must also be carried out under the direct guidance of 
the local agencies of authority and their subdivisions. This will increase the 
responsibility borne by the local soviets for the correct and comprehensive plan- 
ning of the placement and use of the institutions in the housing and municipal 
management, and those intended for social-cultural and everyday purposes. And the 
collectives at the enterprises and associations will get the opportunity to 
concentrate their attention on the resolution of purely production tasks. 


COPYRIGHT: Izdatel'stvo “Ekonomika’, "Khozyaystvo i pravo", 1981 
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REGIONAL DEVELOPMENT 


EKIBASTUZ TPK PROBLEMS OUTLINED, SOLUTIONS PROPOSED 
Alma Ata VESTNIK AKADEMII NAUK KAZAKHSKOY SSR in Russian, No 8, Aug 81, pp 23-27 


[Article by B. Ya. Dvoskin, doctor of geographical sciences, and V. I. Makalkin, 
candidate of economic sciences: "Problems of Improving Planning of Territorial- 
Production Complexes" ] 


[Text] The "Main Directions for Economic and Social Development of the USSR for 
1981-1985 and for the Period to 1990" have set the task of guaranteeing the 
further improvement in territorial planning, "making broader use of the integrated 
target programs as organic component parts of the state long-term plans for 
economic and social development."* 


The formation and development of territorial production complexes (TPK) must 
become one of the objects of integrated target programming. The formation of 
territorial-producticn complexes which are a new form of development and disposal 
of productive forces will guarxntee more efficient use of natural (earth, water, 
mineral raw materials, forest) , material, finanacial and other resources in 
attaining adequate goals. 


Three groups of sectors can be isolated in the economic complex of each region 
according to their target functions: sectors of specialization, production infra- 
structure and social infrastructure. The development and disposal of productive 
forces by forming TPK's will first attain conservation of capital investments 
through the joint creation of a production and social infrastructure. This saving 
is quantitatively expressed up to 10-20%. The efficient use of natural resources 
is guaranteed by their comprehensive processing, organization of waste-free 
productions, joint construction of ‘facilities for environmental protection. A con- 
siderable saving of operating expenses, reduction in transportation costs, etc. are 
also reached. 


An important condition for effective formation of territorial-production complexes 
is guarantee of interrelated (and interdependent) sectors of the national economy 
which are proportional in volumes and synchronous in their development time. 


Under conditions of primarily sector control over the national economy, planning 
the development of the sectors of specialization in the regions is generally 

done centrally. The disproportions that develop in this case in the development 
on the regional level may not be completely eliminated, for the resources of the 





* 
"Materialy XXVI s"yezda KPSS" [Proceedings of the 26th CPSU Congress], Moscow, 
Politizdat, 1981, p 198. 
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sectors are under the management of the ministries and departments which have the 
right of interregional redistribution of the material and financial resources. 


Violations of proportionality and synchronism in development between the sectors 

of specialization and the production and social infrastructure are also noted in 
the economics of individual regions. The resources for the development of the pro- 
duction and social infrastructure are partially allocated by sectors, and 

partially by territorial agencies of control. Consequently, even in this case 

the developing disproportions on the regional level are eliminated with great 
difficulties, material and moral costs. These problems are especially urgent for 
the new, just forming territorial-production complexes. 


Take, for example, Pavlodar-Ekibastuz TPK. Its continued formation is stipulated 
by the "Main Directions for Economic and Social Development of the USSR for 1981- 
1985 and for the Period to 1990." The Pavlodar-Ekibastuz TPK is one of the largest 
according to the scale of structures erected on a comparatively small territory, 
according to the technical solutions and the economic effect. The creation of 

new production facilities in the coal industry, electrical engineering (including 

a unique direct current power transmission line with power of 1500 kV and 2400 km 
long) tractor industry and ferrous metallurgy, oil refining and chemical industry, 
nonferrous metallurgy and other sectors of industry and the national economy will 
provide a considerable contribution of capital to one complex. 


During the formation of the territorial-production complex, considerable dispropor- 
tions have been defined between the development of the sectors of specialization 
(coal, electrical engineering industry) and social infrastructure, between the 
needs of new construction and the outputs of the construction organizations, as well 
as the base of the construction industry. 


Thus, the output of the "Ekibastuzshakhtostroy" kombinat which guarantees construc- 
tion of the coal portion of the TPK, is roughly one-third of the needed. Conse- 
quently, the stripping operations are lagging in the complex, the plans for 

coal extraction and erection of production infrastructure facilities are being 
interrupted, in particular, reconstruction of the repair base of the mining- 
transport equipment, construction of housing and other objects of the nonproduction 
sphere. 


Lagging in construction of facilities of the production and social infrastructure 
has an inverse relationship: development of coal extraction slows down. Thus, 
the plant for repair of the mining-transport equipment is currently coping only 
with half of the required repairs. In this case the plant does not have the 
technical potentialities for major repair of the complicated rotary equipment. 


The situation is no less complicated with the construction of the power engineering 
portion of the TPK. This has resulted in a breakdown in the line construction 
of the GRES. 


Lack of coordination and weak interrelationship in the development of the main 
sectors of specialization, in particular, the coal industry and electrical power 
engineering are a serious shortcoming. It is common knowled that the Ekibastuz 
coal is energy-producing, high-ash and high-abrasive. Special fuel units (water 
heaters) have been made to burn it. The main task of the coal industry of Ekibas- 
tuz is to provide fuel for the GRES and TETS assigned to it. 
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It is successfully coping with this task. At the same time, the association "Eki- 
bastuzugol'"’ has not coped with the initially established assignment. The fact is 
that the plan for coal extraction was set for Ekibastuz from the calculation that 
the Ekibastuz GRES-1 sould start up four power blocks in the 10th Five-Year Plan 
with output of 500,000 kW each, and of them, 2 in 1979. The power builders did 
not cope with the program for making GRES-l1. The first two blocks were started up 
only in 1980. This facilitated the solution of the main task for the association 
"Ekibastuzugol'", namely, provision of fuel to the power plants assigned to it. 

On the other hand, if this association had fulfilled the plan for coal extraction, 
then in the real situation of the power unit erection there would not have been 
anywhere to send it. 


At the same time one should stress another circumstance. Nonfulfillment of the 
production plan of a certain product or creation of new facilities in any region 
does not at all mean that this sector of industry did not fulfill the plan as a 
whole for the country. The main task for any branch ministry and department 

in sector control is to fulfill the plan as a whole for the country. The plan 
for individual regions can be regulated by the ministry (department) both towards 
its increase and towards its decrease. 


Consequently, if we examine the situation in the development of the coal and power 
engineering industry of the Pavlodar-Ekibastuz TPK in principle, then this is not 
a one-time, random, but quite probable situation. 


Solution of the developed problems in the formation and development of the terri- 
torial-production complexes, in particular the Pavlodar-Ekibastuz TPK requires 
further improvement in planning. The time for this statement of the task has 
come: the current condition of planning does not completely correspond to the 
increased requirements of control of the national economy. Target integrated 
programs may become the tool for balanced formation and development of the TPK 
productive forces. They are viewed as an organic component part of the state 
plans (long-term and current) of economic and social development. 


The programs of TPK development must have a strictly target nature,bea directive 
and focused document which defines for the ministries (departments) and terri- 
torial agencies of control (and planning) the assignment and periods of its 
fulfillment, co-executors and necessary financial, material and other resources. 
The resources allocated for the ministries (departments) and territorial agencies 
of control to fulfill the program for the formation and development of the terri- 
torial-production complex must be used exclusively for these purposes. It is 
apparent how important this is from the example of the Pavlodar-Ekibastuz TPK 
where the interests of two dozen ministries "collided." This has an especially 
negative effect on the creation of auxiliary interbranch industries and facilities 
of the social infrastructure (housing, schools, hospitals, clubs, stores, etc.). 
Lagging in the creation of a social infrastructure caused a shortage of housing 
and was one of the reasons for the turnover of personnel and the shortage of 

a work force for many facilities in the complex. 


In our opinion, the integrated target program for formation and development of 
the TPK should include the following main sections: 
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target (formulation of the problem, goal, subgoal and tasks to be solved by the 
program, schedules for solution and final results); 


compound (system of main indicators of the program,including volumes of different 
types of resources needed to implement the program); 


sector (complete list of the assignments for the ministries and departments, 
schedules for their fulfillment and limits of different types of resources allo- 
cated for the fulfillment of these assignments); 


territorial (complete list of the assignments for the territorial agencies of 
control, schedules of their fulfillment and limits of the different types of re- 
sources allocated for the fulfillment of these assignments) ; 


organizational which define the order of control over fulfillment of the progran. 


The program must guarantee mutual correlation for the volumes of production and 
synchronous start-up of the interdependent facilities, proportions in the develop- 
ment of the sector of specialization and production and social infrastructure which 
are optimal in time, as well as the volumes of major construction and the output 
of the construction base, timely guarantee of scientific and engineering-technical 
preparation. These are the main features of the integrated target program for 
formation and development of the TPK. 


In relation to the fact that the integrated target program strictly assigns the 
interdependent parameters for formation and development of the territorial-produc- 
tion complexes, it is necessary to correct the approaches to stimulation, counter- 
plans and other aspects of management which are associated with fulfillment of the 
integrated target program. In particular, the main goal of socialist competition 
and counterplans in the realization of the integrated target programs must not be- 
come the general fulfillment or overfulfillment of the planned assignments, but 
their fulfillment with lower outlays of human and reified labor, i.e., a few number 
of people (which is especially important with a shortage of labor resources), or 
with lower outlays of material and other resources. This means that in the same 
Ekibastuz, precisely that quantity of coal should be extracted in each period which 
is required by the consumers served by the coal miners. Otherwise, it will be 
necessary to either build additional coal storehouses, or keep the railroad coal 
lines with unemptied cars. 


Material and technical supply raises a complicated question in the formation of 
the territorial-production complexes. The existing system of orders and allo- 
cation of funds is very cumbersome. This problem can be solved by creating for 
the TPK a special subdivision, a Gossnab with a universal highly mechanized base. 
The supply and marketing operations must be carried out between the interdependent 
TPK enterprises, in our opinion, by by-passing the agencies of the Gossnab, on 

a permanent basis. 


It is very important to determine the order (technology) for formulating the 
integrated target program for formation and development of the TPK at the stage 
of preplan preparation. The client for the target program of the TPK of union 
importance, in our opinion, must be the USSR Gosplan, for a TPK of republic 
importance, the republic Gosplan. A number of TPK's, in particular the Pavlodar- 
Ekibastuz of union importance, is currently at varying stages of formation and 
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development on the territory of Kazakhstan. The Scientific Research Economics 
Institute of Planning and Standards under the Kazakh SSR Gosplan has been studying 
the problems of its comprehensive development for a number of years already. The 
accumulated material, degree of study and national economic importance all make it 
possible to offer the Pavlodar-Ekibastuz TPK as a primary object for the develop- 
ment of an integrated target program. 


The development of a target program should be started even now, considering the 
importance of the Pavlodar-Ekibastuz TPK in the country's national economy. 


Finally, it is very important to question the control of the territorial-production 
complexes. As it seems to us, this question is especially urgent for the new, 
forming TPK. The old TPK which have already resolved questions of balanced develop- 
ment are mainly entered in the existing control system. Control over the formation 
of the new TPK whose development will occur according to the integrated target 
programs needs to be resolved in a single key with the organization of control over 
the target programs. The fundamental basis for control of these programs is 
defined in the speech of General Secretary of the CPSU Central Committee, Comrade 
L. I. Brezhnev at the October (1980) Plenum of the CPSU Central Committee, which, 
as applied to the food program, stresses that "the food complex must be planned, 
financed and controlled as a single whole, guaranteeing high final results."* 


The territorial-production complexes basically are an objectively existing economic 
wmnity. Consequently, the TPK can and must be planned, financed and controlled as 
a single whole. 


These are the main problems in improving planning of the formation and development 
of territorial-production complexes. The solution to these problems will promote 
an improvement in the economic effectiveness of development of the economy of 
individual regions and the entire country as a whole. 
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* 
L. I. Brezhnev, "Rech' na Plenume Tsentral'nogo Komiteta KPSS 21 oktyabrya 1980" 
[Speech at the Plenum of the CPSU Central Committee], Moscow, Politizdat, 1980, p 7. 
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